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lie adding machine that once gives E N 


a wrong answer, may continue to W A L E S 


be a smart guessing machine, but ADDING MACHINE 
CORPORATION 
it is no longer an adding machine. 515 MADISON AVE. N.Y. CITY 


SATFS AND SERVICK THROUGHOUT THE UNITED STATES AND IN FORTY FOREIGN COUNTS: 
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The Condition of BUSINESS 


" Private ENTERPRISE. Various steps taken in Washington 
jp restore confidence will be effective to the degree they are 
"gccompanied by continuing evidence of a permanent change 
jn the Government’s attitude toward private enterprise. 
Friendly gestures and the removal of penalty taxes on 
“gamings and capital will help, but at this point it takes more 
“qhan the prospect of a breathing spell to convince business 
that it can operate at a profit. 
| EyxcouraGInG S1Gn. There are fundamental problems of 
the budget, taxation, regulation, labor relations and Govern- 
ment competition with private industry which must be 
faced. An encouraging sign is the growing realization in 
' both Government and business quarters that nothing can be 
"gained by postponing a solution. 
Basis UNIMPATRED. Among the reasons for believing that 
the basic elements essential to recovery are still present are 
easy money rates; also the fact that credit is not over- 
extended; that the prospective income of agriculture will 
be fairly large in spite of lowered prices; that inventories 
are being reduced; the announced intention of the Govern- 
' ment to find further economies; efforts being sponsored by 
' the Government to encourage the profitable employment of 
private capital, particularly in building; increased exports, 
especially of agricultural surpluses; and the general outlook 
for replacement demand in the capital goods industries. 
Errect ofr StocK MARKET DEcLinE. The drop in prices of 
securities has seriously impaired purchasing power, a factor 
which is bound to have an adverse effect for some time 
regardless of other developments. 
STEEL. The situation in steel in some respects is indicative 
of current business experience and the outlook in general. 
Mid-November found production at around 40 per cent of 
capacity and declining, compared with around 90 per cent 
‘for the year’s high and 75 per cent in the same period a 
year ago. 
_ What occurred in steel was followed by a similar reaction in 
; other industries, especially in mining and textiles, and largely 
for the same reason, namely, over-buying on a large scale in 
anticipation of rising prices. 
EwpLoyMENT. As of mid-November it was reported that 
lay-offs in the steel mills numbered around 185,000; in coal 
"Mining, 130,000. Lay-offs in machine tool factories, in rub- 
ber, oil, electrical goods, radios and the like were less in 
"Proportion but serious. 
Machine tool orders in October dropped to an index of 152 
' a compared with a high point of 282.5 in April. The index 
of industrial production which reached 125 last May had 
fallen to 106 by September as compared with 107 in Septem- 
bera year ago and is expected to fall below 100 in the current 
Month with the prospect of a still lower record by mid- 
winter. The prospects of the automobile trade are considered 
doubtful. The output of cars in October was unusually 
large, but the record thereafter has been less satisfactory and 

| there may be a considerable let down as soon as dealers are 
stocked with the new models. 

With the approach of December 31, corporations faced 
fora second time the choice between depleting their working 

/‘apital through the distribution of extra dividends, or paying 
&confiscatory tax on the earnings retained. This penalty on 
undistributed earnings takes first rank as a factor in the 
curtailment of industrial operations. 

Corton. The topsy-turvy condition of the world’s cotton 
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industry illustrates the magnitude of the difficulties that 
worry agriculture and the advocates of crop control. The 
American crop this year will in all likelihood be the largest in 
history. The foreign crop will also exceed previous records. 
The total world crop will be close to 38,350,000 bales, and to 
this must be added the carry-over of 13,318,000 bales, mak- 
ing an indicated world supply for the year ending July 31, 
1938, of approximately 51,660,000 bales. 

Consumption will probably be about the same as last year, 
not greatly in excess of 30,000,000 bales. The question facing 
Congress and the American cotton producer is whether the 
remedy is further restriction on output or an aggressive 
effort to regain the foreign markets lost since 1933. 

CapitaL Markets. The volume of securities registered 
with the Securities and Exchange Commission during the 
third quarter of the current year was the lowest of any 
quarter since the middle of 1935, while the volume registered 
during September of this year was the lowest for any month 
since February 1935. 

The usual small grist of municipal, state and Government 
agency issues is expected but few corporate issues are in 
sight. Investment bankers report their portfolios are fairly 
clear and there is nothing to prevent a rapid distribution of 
new issues as soon as investors are ready to take them. High 
prices and low returns are the inevitable results of the current 
easy money conditions and these seem likely to continue 
indefinitely. 

A number of corporations are turning to life insurance 
companies in quest of funds, both for refunding and new 
capital, thus avoiding the present difficulties of the open 
market method of finance. 

Crepit Ease. What success may attend the efforts of the 
Government and the Reserve banks to revive trade by 
increasing the amount of available cash credit, thus stimulat- 
ing the flow of capital into productive enterprises, remains to 
be seen. Present prospects are that no answer to this ques- 
tion can be expected until the securities markets and general 
business prospects are more settled. 

Concress. The special session of Congress is by no means 
restricted to specific recommendations of the Administra- 
tion. The hopes of business during this and the regular 
session rest mainly on the possibility that Congress will 
take a more conservative line of action, in response to 
pressure from constituents. 

Conpit10ns ABRoaD. World political conditions are about 
as bad as they can be, and have long been discounted. 
World business conditions have changed but little since 
spring except in so far as activity and profits have been 
slowed up by a drop in the prices of commodities. It is 
significant that economists abroad find it difficult to explain 
the slump in business in the United States in view of 
fundamental conditions as they view them. 

In spite of all military activity and threats of imminent 
warfare, there persists widespread apathy and lack of war 
spirit even in Japan where every effort has been made to 
keep the public excited about the adventure in China. The 
results of the united front of totalitarian countries, including 
Germany, Italy and Japan, may be a long time in crystalliz- 
ing. One indirect effect is likely to be closer trade and diplo- 
matic relations between the British Empire and the United 
States. 

R. Kuuns 
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Leaf from a squirrel’s notebook 


ARD times come regularly for a squirrel. And 
H just as regularly he stores up reserve supplies 
to carry him through. 

For humans, difficult times come more irregu- 
larly, and often give no warning. 

But, they come inevitably and for that reason, 
we think that the squirrel’s habit of accumulating 
a reserve is an important one for every man to 
cultivate. And Investors Syndicate believes that 
such reserves are strongest when they include 
(1) a bank account; (2) life insurance; (3) Living 
Protection. 


That this plan of Living Protection has proved 
valuable to thousands may be judged by this fact: 
in the past 10 years over $69,000,000 have been 
disbursed to contract holders. They accumulated 
these cash reserves by setting aside small sums 
regularly. And the important testimony offered 
by maturing contract holders in virtually all casesruns 
—“T would never have had this money otherwise.” 
Since its beginning 43 years ago, Investors 
Syndicate has paid every obligation on time, 
when due. And increased its resources every year 
—through good times and trying times alike. 


Investors Syndicate agency offices 


INVESTORS SYNDICATE 


in 200 leading cities, including: 
Established 1894 


New Yorkt - Philadelphia - Cleveland 
Chicago + Atlanta + Houston + St. Louis 
Kansas City - Denver - Los Angeles - Spokane 

Montreal* Vancouver* 
Home Office: Minneapolis, Minn. 
tOffice Investors Syndicate Title and Guaranty Co. 
*Office Investors Syndicate, Ltd., Canada 
These companies are affiliates of Investors Syndicate 


Boston - 
Living Protection...everyman's road 
to financial security ie 


Torento* 
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NEW BOOKS 
NEW_BOOKS 


A Word on Public Relations 


a foreword to Public Relations for Banks by Ray A. 

Ilg (Harper & Brothers, New York, $3), Tom K. Smith, 

writing as President of the American Bankers Associa- 
tion, says: 

“Mr. Ilg, by making available through his book the ex- 
perience and methods and detailed manuals of procedure by 
which his own institution (The National Shawmut Bank of 
Boston) is so successfully carrying out sound principles of 
public and customer relations, has rendered a true service to 
the banking fraternity and given a valuable impetus to the 
movement for sounder relations between the banks and the 

le.” 

With Mr. Smith’s appraisal bankers generally will agree. 
Mr. Ilg, vice-president of his bank, has made an eminently 
practical, clear contribution to a subject about which it is all 
too easy to be theoretical and nebulous. One reason for the 
book’s successful presentation of material so vital to the 
welfare of banking is the fact that the author writes from his 
own experience and that of his bank; he can thus be specific 
rather than general. There is a minimum of theory and a 
maximum of helpful common sense in these 232 pages. 

The book does many things. It outlines a program of 
organization for public relations, specifying the duties of the 
department, its authority and man power. It explains an 
employees’ training course and tells how to get maximum re- 
sults from internal and external organization for customer 
relations. It describes manuals for the use of employees. It 
discusses in a specific manner the sale of bank service and the 
cultivation of customers and prospects. And, among other 
things, it discusses, with the aid of numerous illustra- 
tions from actual experience, the advertising and publicity 
branches of public relations work. 

In general, says Mr. Ilg, banks must give business and the 
public a “clear, fair picture of what we are trying to do and 
how we do it.” 

“In the long run,” he concludes, “‘it is always the simple, 
fundamental, truthful selling arguments which win.” 


* * * 


Another meritorious book in the same broad field is How 
To Use Your Bank, by William H. Kniffin (McGraw-Hill, 
New York, $2). Mr. Kniffin, vice-president of the Bank of 
Rockville Centre (New York) Trust Company, discusses the 
relationship of a bank to its customers and offers many 
practical suggestions as to how to use banking services ad- 
vantageously. His purpose, he says, is “to create a better 
understanding between the banking public and the banks”, 
and to do so by “showing the banker’s viewpoint in respect 
to the elements of bank management that most intimately 
affect the depositors and the borrowers.” 

Mr. Kniffin, in conversational vein, tells his reader about 
the American banking system, the relations between a bank 
and its depositors, the principles of sound banking. He also 
tells why service charges became necessary. He traces the 


journey of a bank check through a baker’s dozen of opera- 
tions, and takes up such matters as overdrafts, “kiting”, 
protest, and endorsements. There are interesting and in- 
formative observations on loans and bank statements. A 
chapter on wills and estates closes a book which does its part 
toward taking the mystery out of banking. 


Books in Brief 


The Federal Reserve Bank of San Francisco. By Parker B. 
Willis. (Columbia University Press, New York, $3.) The 
author considers policies of the Twelfth District Bank in 
member and non-member bank relations, in stimulating the 
economic development of its territory, its influence in the 
capital, money and credit markets. Foreign trade financing 
on the Pacific Coast is particularly discussed. In summary, 
Mr. Willis says the bank holds “influential position in de- 
ciding the course of the development of oriental trade” and 
that it may assist this development “through further en- 
couragement of the acceptance and through the establish- 
ment of branches in the Far East. Here the bank can give 
the necessary encouragement to member banks by preceding 
the commercial banks into the field. The development of 
branches abroad will be slower than it has been in the United 
States. Ultimately America’s position in foreign trade must 
be assured through adequate banking facilities abroad.” 

The Bank Library; A Selected List of Publications. (Finan- 
cial Group, Special Libraries Association, New York, $.50.) 
In this 1937 revised edition are book suggestions on over 
40 subjects for the bank that is planning to start a library. 

Investment Trusts and Funds. By E. C. Harwood and 
Robert L. Blair. (American Institute for Economic Re- 
search, Cambridge, Massachusetts, $1.) This pamphlet 
seeks to “provide a guide for the average man who has a few 
hundred dollars or more to invest.” 

Supervision and Control of Virginia State Banks. By Allan 
Garfield Gruchy. (D. Appleton-Century, New York, $3.50, 
for the Institute for Research in the Social Sciences, Uni- 
versity of Virginia.) This book centers on the problem of 
bank regulation in one state, although attention is paid to 
the general subject, regardless of geographical lines. The 
author, instructor in finance at Ohio University, considers 
whether unit banking is inherently sound or whether re- 
sponsibility for banking troubles rests with regulation. 

Income Received in the Various States, 1929-1935. (Na- 
tional Industrial Conference Board, Inc., New York, $3.50.) 
“The purpose of this study is to give as comparable, accu- 
rate, and comprehensive a picture of the income received by 
individuals in the various states as is possible with the data 
available, during the years 1929-1935. Besides showing the 
total accountable income received in each state, the report 
presents an analysis of the relative importance of wages and 
salaries, entrepreneurial income, dividends, interest, and net 
rents and royalties in the total incomes of the various states, 
and an analysis of the industrial composition of income in 
each state.” The book includes text, charts, maps and tables. 
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Investment 
Supervisory 
Commuttee 


HE efficient investment of funds is beyond the ca- 

pacity of a single mind... no one man may hope to 
grasp all the factors continuously affecting the values of 
the hundreds of securities eligible for your bank’s 
bond account. 


Here at Moody’s the difficult task of fact-finding and 
investment management is divided among a large staff 
of mature investment specialists. One group devotes its 
whole time to studying rails, another to utilities, still 
another to industrials. These men gather and analyze 


the facts, relaying them to your bank’s personal coun- 
sellor. He, in turn, interprets and applies the findings 
of the specialists to your bank’s current needs for in- 
come and safety in terms of your ever-changing trend of 
deposits, amount of loans, seasonal needs for cash and 
other factors underlying a sound investment policy. 


The cost of this thoroughly practical supervision is 
nominal. How much it will cost your bank can be de- 
termined only after we examine your portfolio. This, 
we will gladly do, in confidence, without obligation. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway, New York City 


105 West Adams Street, Chicago. 
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WASHINGTON BRIEFLY 


Washington, D.C. 

TIS QUITE EVIDENT from the course of 
| the hearings before a sub-committee 
of the House of Representatives that 
whatever modifications of the tax laws 
are made by the Congress there will be 
no reduction in revenue. It is quite as 
evident that, while the Treasury is will- 
ing to permit changes in the law, it 
wants those changes to produce more 
rather than less revenue and it is not 
disposed to favor any experimentation 
which will involve a risk of less now in 
the hope that it may lead to more later. 


YET THERE IS NO DOUBT that lower 
rates and a better distribution of the tax 
burden in a way which would favor 
business is the only practicable way in 
which revenues can be substantially in- 
creased. Business must pay, whichever 
policy is adopted. 


* * * 


THE FACT MIGHT AS WELL BE FACED 
that so long as the expenditures of the 
Government run around eight billion 
dollarsa year that amount of money must 
be raised lest the evils of an unbalanced 
budget be greater than the burden of 
taxation. The Government has been 
relying upon improvement in business 
to raise money. Apparently that reli- 
ance is upon a broken reed. 


* * 


ONE REASON the Federal land banks 
are able to redeem some of their out- 
standing bonds without refunding is 
that a steady decrease in loans and real 
estate holdings is now in progress. 
Amortization has overtaken new loans 
written and land sales now exceed fore- 
closures. The demand for farm lands is 
reported as good. 


* * * 


ONE OF THE SIGNS OF THE TIMES is 
that at the recent election more than 
two out of every three proposals for 
bond issues submitted to the voters 
were turned down. Total approvals 
amounted to $52,645,000; total disap- 
provals to $123,024,000. Increases in 
outstanding issues were frowned upon. 
Pennsylvania and California negatived 
important issues. New York state ap- 
proved one—$40,000,000 to finance 
state institutions. 


* * * 


THE BUREAU OF AGRICULTURAL Eco- 
Nomics is already predicting a wheat 
crop next year of around a billion 
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bushels. The estimate is based upon 
acreage, existing moisture, the average 
of abandonment of poor stands, farmer 
psychology, the color of the sprouts and 
what have you. Inasmuch as the Bureau 
a year ago estimated this year’s crop at 
880,000,000 bushels and the actual crop 
turned out 887,000,000 there seems to 
be considerably more to these estimates 
than mere guessing. 


* * * 


HIGHER FREIGHT AND PASSENGER 
TARIFFS, for which authority has been 
asked of the Interstate Commerce 
Commission by the Association of 
American Railroads, would increase 
earnings by $508,000,000 and, of course, 
the railways need the money. Such 
earnings, however, would depend upon 
maintenance of the volume of traffic, 
which may be impossible if the rates are 
advanced. 

One significant feature of the matter 
is that members of the association of 
truck owners engaged in interstate traf- 
fic also are asking a corresponding ad- 
vance in authorized rates for their serv- 
ice. A general advance in the cost of 
both freight and passenger transporta- 
tion seems inevitable. 


* * * 


IN DECIDING that their organization 
should take a more aggressive legisla- 
tive stand before laws are passed, the 
Investment Bankers Association has 
pointed out a weakness in many other 
business organizations. It is quite possi- 
ble that less restrictive legislation would 
find its way to statute books if busi- 
ness men took a more active part in 
shaping it. 

* * 

THE INVESTMENT BANKERS ASSOCIA- 
TION advises corporations to pay the un- 
distributed profits tax and keep funds 
necessary for expansion rather than dis- 
tribute all profits to avoid the tax and 
then depend upon floating securities for 
development. The choice of the better 
plan is often difficult and it is one which 
the business men of the country should 
not be called upon to make. 


THE NATIONAL FOREIGN TRADE 
CounciL in session at Cleveland de- 
clared against ‘experimental compul- 
sory controls” over production in agri- 
culture and recommends that the 
United States begin at once to negoti- 
ate a “mutually equitable settlement of 
the inter-governmental war debts that 


will be both realistic and final.” Both 
recommendations rest upon common 
sense, but in present national and world 
conditions seem to have rather more 
than a touch of impracticability. 


* * * 


It IS UNLIKELY that the coffee pro- 
ducers of Brazil will finally abandon all 
attempts to control the price of their 
product, although action taken during 
the past month seems to end the regime 
of coffee burning and other means to 
restrict supplies. The removal of all 
taxation which has hampered free pro- 
duction and free marketing points in 
the same direction. 

That Brazil’s experience during the 
past 31 years of efforts at price control, 
crop control, valorization and what-not 
presents a lesson which American 
farmers can well learn is obvious. 


* * * 


THe Home AND Community BUILD- 
ERS NATIONAL ASSOCIATION of Wash- 
ington announces that it is starting a 
two billion dollar house building cam- 
paign for next year as its answer to the 
challenge of the Government and social 
workers to produce satisfactory single 
family housing for the nation. The plan 
is to be put into effect at a conference to 
be held in Washington early in January. 


* * * 


THE RESUMPTION OF THE HOARDING 
OF GOLD in Europe seems to have many 
causes, among which common jitters 
is most prominent. Judged by the effect 
of such hoarding in recent years, the 
prospect is that much of the yellow 
metal will be gathered in “unreported 
holdings” which will lie idle for several 
months and then find their way into the 
United States to the disturbance of 
money and credit both here and abroad. 
It is significant that the chief demand 
for gold in Europe is in the form of coins 
rather than bars—in other words, it is 
the little fellow who is interested. 


* * * 


THE COMMITTEE ON INDUSTRIAL 
Practices of the National Association 
of Manufacturers is to present its report 
on good business practices and ethics to 
the Congress of American Industry in 
December. The report will cover a 
manufacturer’s relations with custom- 
ers, suppliers, competitors, employees, 
stockholders, creditors, his local com- 
munity and the Government. 

(CONTINUED ON PAGE 6) 


“JUST DISCOVERED 
WE'RE OUT OF 
POCKET CHECKS” 


"Youll hawe 
SOME IN THE 
MORNING /” 


We are regularly called 
upon to produce bank 
checks within time lim- 
its which a few years ago 
would have seemed im- 
possible. Always, how- 
ever, accompanying our 
long sustained record for 
fast deliveries, has gone 
careful workmanship and 
accurate handling. 


EALMKE 


CHECK PRINTERS /NWC., 
Lithographers and Printers 
Plants at 


Cleveland 
St. Paul 


Chicago 


Kansas City New York 


BANK MERCHANDISI 


IN SOME RESPECTS the regulation of 
investment trusts to be recommended 
to Congress by the S.E.C. as a result of 
the investigation it has been carrying 
on for the past year will fall consider- 
ably short of what has been predicted. 
The report is expected to be placed 
before Congress in January. 


* * * 


IT IS NO GREAT SECRET that the Com- 
mission will recommend that trusts be 
required to publicize amply their opera- 
tions, although publicity alone is not 
offered as sufficient regulation. The 
report will insist upon simplification of 
the corporate structure of the trusts and 
inter-company relations, the elimina- 
tion of all conflicts of interest between 
management and stockholders and im- 
proved accounting methods. 

Regulations recommended will cover 
management contracts, sales and securi- 
ties, loans, reports and the relation of 
managers and directors to the stock- 
holders. 

It is generally understood, however, 
that there will be no attempt to control 
the trusts as to the nature of their in- 
vestments except, perhaps, to limit the 
proportion of assets which may be in- 
vested in any one security. 


* * * 


EUROPEAN AUTHORITIES GENERALLY 
AGREE that world economics now de- 
pend largely upon what is to happen in 
the United States and on the course of 
commodity prices. It is now fairly cer- 
tain that the cost of raw materials, par- 
ticularly those of agricultural origin, 
will be lower, while prices of manufac- 
tured goods will remain at present 
levels or trend higher. The prospect is 


not as encouraging as it might be. 


* * * 


COMMERCIAL PAPER OUTSTANDING has 
been running at a comparatively high 
level, registering a steady increase for 
the past 12 months. The volume out- 
standing at the beginning of October 
was $331,000,000 as compared with 
$197,000,000 on the same date last 
year. On the other hand the volume of 
acceptances outstanding fell from $276,- 
000,000 at the beginning of October last 
year to $263,000,000 on the same date 

this year. 


* * * 


ONE SIGNIFICANT FEATURE of the 
commercial paper market has been the 
increasing variety as well as number of 
the lines of business having recourse to 
this method of using bank credit. 

GEORGE E. ANDERSON 


Every Loan Officer 
Should Read 
This Free Book ... 


Here’s a bit of illuminating com- 
ment from a banker in a small city 
who also happens to be closely iden- 
tified with a leading industry in the 
city. He knows Field Warehousing 
by Douglas-Guardian from “both 
sides of the fence.” 

Speaking as a banker, he says: ‘*The banker knows 
what his collateral is, where it is... and that even 
in time of emergency it may be liquidated with little 
chance of loss to himself. He does not have to worry 
about the possibility of his being caught with a 
frozen loan, or one subject to criticism by examiners. 
In time of need the country banker may borrow 
against this collateral from the city correspondent, 
or the paper secured in this manner is at any time 
eligible for rediscount with the Federal Reserve 
Bank.” 

Douglas-Guardian, with thirteen offices located in 
various trade centers, can speedily set up a Field 
Warehouse wherever inventory to be used as a credit 
basis is located. We have had many years of practical 
experience in every phase of this modern form of 
financing and are working with hundreds of the 
country’s soundest bankers. 


Just Address Us on 
Your Stationery 


and we'll gladly mail you copy of the booklet which 
supplies comprehensive information on Field Ware- 
housing, briefly and to the point. 


DOUGLAS-GUARDIAN 
Warehouse Corporation 
Nation-Wide Warehousing Service 


Chicago, Ill. 
100 W. Monroe St. 


New Orleans, La. 
118 N. Front St. 


Fayetteville, Ark. 
New York, N. Y. 


Tampa, Fl. 
Cleveland, Ohio 
Dallas, Tex. Easton, Md. 
Rochester, N. Y. Memphis, Tenn. 
Los Angeles, Cal. San Francisco, Cal. 
Madison, Wis. 
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“LJnforeseen events... 


eth often change and shape the course of man’s affairs’ 


Why, he locks 


barn doors, 


son. 


Come, come, Mr. Morrison—you're 
talking in riddles to the boy. You'll 
make him think Bill Hudson is a bit 
eccentric. Can’t you hear the young- 
ster snort—“Huh! Locking barn 
doors! What for?” Complete the sen- 
tence: “...before the horse is stolen.” 
Then tell him it’s a figure of speech. 
Tell him that Bill is a Maryland agent 
...that his job is to protect men and 
their businesses against every-day haz- 
ards like a boiler blowing up, an em- 
bezzlement of funds, an automobile 
crash or an accidental injury...that 
he does lock the door for his clients 
against financial loss...that he is one 
of 10,000 well-trained men who are 
alert to provide Maryland protection 
for their clients through casualty in- 
surance and surety bonds. And while 
you're on the subject, Mr. Morrison, 
you can tell the lad for us that we 


think Bill is doing a bang-up job. 


THE MARYLAN @ 


MARYLAND CASUALTY COMPANY BALTIMORE 


Representatives throughout the UNITED STATES, and in ALASKA, CANADA 


CuBA, PUERTO RICO, the CANAL ZONE and HAWAII 
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THIS NIGHT 
TRANSIT SERVICE 
MAY HELP YOU ! 


155 trains and 16 planes in and out of the city each day put Buffalo in close contact 


with the major portion of New York State and with other sections of the United States. 


E | NUSUALLY prompt presentation of cash items throughout the 


major part of New York State and equally prompt return is now 
made possible by the day and night transit department of the Marine 
Trust Company. Items sent during the day which reach us in time to 
be forwarded by the night transit department will be presented the 
next day in most of the important centers of New York State. 
Arrangements with correspondents throughout the United States also 
permit the Marine to provide speedy handling of items in these sec- 
tions. We shall be pleased to explain the benefits of this transit service, 
so that you may determine how useful this institution can be in pre- 


senting out of town items in the quickest possible time. 


MARINE TRUST 


COMPANY 


OF BUFFALO 
A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Housing Bonds 


Washington, Dee 

EN and to what extent the banks 

will participate in the tinancing of 

the new Housing and Slum Clearance 

Act is somewhat uncertain. Apparently 

Congress has contemplated a period of 

about three years as necessary to get the 
plan into full operation. 

Of the $500,000,000 bond issues ay. 
thorized by the act, $100,000,000 may 
be issued at once, another $200,000,000 
after July 1 next, and the final $200. 
000,000 after July 1, 1939. There is no 
likelihood that the first portion will be 
issued very soon, since it will require 
months to set up the necessary adminis- 
trative organization. 

Preparations include the necessity of 
passing enabling legislation in many 
states authorizing communities to set 
up local housing authorities. Such local 
groups are really the heart of the enter- 
prise since they enter into contracts 
with the Federal authority. 

Nevertheless, several larger cities are 
already preparing to embark upon com- 
prehensive slum clearance programs 
and it is quite possible that by next 
Spring the volume of such work under- 
taken will be surprisingly large. Pitts- 
burgh, for example, has already author- 
ized a $24,000,000 project involving 
Federal aid. The act also enables the 
new housing authority to take over 
slum clearing and low rent housing un- 
dertakings not already completed. This 
may involve the reorganization of sev- 
eral large P.W.A. projects now in hand 
and involve considerable financing. 


LOCAL FINANCING 


IT seems probable, also, that banks 
will be called upon to do considerable 
financing for local authorities in addi- 
tion to whatever participation they may 
ultimately assume in Federal financing. 
Under the provisions of the act, Federal 
aid assumes two aspects. What is re- 
garded as the principal feature is the 
advancement of credit to local housing 
authorities at low interest and exceed- 
ingly long maturities—up to 60 years, 
or substantially two generations. As an 
alternative, however, it offers two other 
plans involving more direct aid. One is 
that of an outright grant or gift of a 
portion of the cost of the project and the 
other is what amounts to a guaranty of 
the servicing of loans covering such 
cost. 

The latter provision authorizes the 
new Federal authority to contract with 
a local housing authority to make an- 
nual contributions—up to a total of $5, 
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as Investments 


900,000 the first year and $7,500,000 


each subsequent year—of such amounts | 
as may be necessary to enable each local 


group to balance its budget provided 
that the contribution payable annually 
under any contract shall not exceed the 

“going rate” of Treasury borrowing at 
the time plus 1 per cent on the total cost 


of the project. To obtain such contribu- | 


tions, also, the local authority must con- 
tribute at least 20 per cent of the annual 


contributions either in cash or tax re- | 


missions or exemptions. This feature is 
chiefly of importance as a support for 
credit in the financing of those portions 
of the cost of a project not covered by 
Federal loans or grants. 

The other form of direct aid is in the 
way of an outright grant of 25 per cent 
of the cost of a project, to which may be 
added a further 15 per cent grant from 
funds otherwise appropriated for unem- 
ployment relief to be applied toward the 
labor cost of the project. To get such a 
grant, however, the state or a political 
subdivision shall contribute to the local 
housing authority at least 20 per cent of 
the development or acquisition cost. 


Thus the local housing authority could | 
receive 40 per cent of the cost from the | 
Federal Government and 20 per cent | 


from the state or city, and would raise 
the other 40 per cent by a loan. 

The capital grants from the Federal 
Government authorized in the new law 
may not exceed $10,000,000 on and 


after the passage of the act, an addi- | 
tional $10,000,000 after July 1 next and | 
a further $10,000,000 after July 1, 1939. | 


Thereafter further grants must be au- 


thorized by Congress. Thus the total | 


amount of business in the near future is 
not likely to be very impressive from a 
national standpoint; but in some locali- 
ties it may be important. In any event 
that portion of the financing which 


must be advanced by the state or muni- | 


cipal governments may offer consider- 
able opportunity for local bank loans 
and in time the volume may become 
important. 


Whatever may be the volume of busi- | 
ness in this line and, indeed, in the en- | 


tire housing program, the quality is in 
some respects highly attractive. In all 
cases where money is raised by the local 


ties the latter and the interest thereon 
shall be free of all Federal taxation. The 
income of the local housing authorities 
themselves also is free of Federal taxes. 
Other provisions of the act tend to con- 
(CONTINUED ON PAGE 11) 
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FROM 3000 TO 4500 
SAVINGS ACCOUNTS, WE SUGGEST 
THE JUNIOR REKORDESK 


IT ISN'T THE NUMBER 
OF SAVINGS ACCOUNTS 
THAT SLOWS TRAFFIC 


how ou. handle thew 


FROM 5000 
TO 15,000 
SAVINGS 
ACCOUNTS 
WE SUGGEST 
THE ELECTRIC 
REKORDESK 


Did you ever see a bank official actually enthuse 
abou: an equipment purchase? Then picture, if 
you will, a bank with all savings records unpro- 
tected during the day, with long snail-like lines at 
the savings windows and floor space at a premium. 


THEN A DIEBOLD MAN SAYS: “We have a unit 
that will put all your savings records at your tellers’ 
fingertips. THAT speeds up lobby traffic. No rec- 
ords will be carted to and from your vault. THAT 
saves time. All records will have certified fire pro- 
tection, 24-hours a day. THAT is fundamental. One 
unit will hold 5000 ledgers and signature cards, 
another will hold 15000. THAT saves floor space.” 


There are many other advantages that we would 
like to tell or send to you. Call or write today. 


‘BANK EQUIPMENT DIVISION OF THE 


housing authorities by the sale of securi- | 


DIEBOL 


SAFE & LOCE CO. CANTON. 


PROTECTION ENGINEERS FOR OVER SEVENTY-NINE YEARS 
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J de found @ WG¥Y to stop a serious drain on 


my profits and re-employ the money that used to go 
vacationing at my expense ... money that was tied upin 
accounts receivable. It works for me all the time now. 


“Doubtless, you’ve heard of Commercial Credit 
Company’s open account financing plan? So had I. 
I recognized its many advantages, and knew that it 
was being widely used by many flourishing business 
concerns, but I had one mental objection to it I 
couldn’t overcome. Let me explain: 


“I’m as modern and progressive as anyone in 
production and sales methods. But in matters 
of credit and finance there’s a conservative streak 


* Commercial Credit Company’s modern industrial financing 
is available to you on terms that enable you to liquify your 
receivables and re-employ the money profitably and safely. Inves- 
tigate the new LIMITED LOSS clause introduced exclusively 
by Commercial Credit Company. It is a protective feature that 

will interest you. Full details on request .. no obligation. 


in me as wide and as deep as the Grand Canyon. 
I wouldn’t count my chickens while they’re still 
eggs. Neither would I discount my receivables and 
use my own money profitably in my own business. One 
of my large accounts might fail. Then I’d be on the 


spot. Invariably, I would decide to wait for my money, 


“Then Commercial Credit Company introduced its 
new LIMITED LOSS clause and changed the whole 
picture for me. Briefly, here’s just what it means. I 
can now cash in on as small or as large a part of my 
receivables as necessary, without any red tape or delay. 
I can protect myself against any credit loss beyond my 
normal bad debts. The margin between what it costs 
to do this, and what the use of my capital 
nets me in discounts saved and new profits 
earned, is far in my favor. My customers get 
their regular terms—pay in the regular way. 


“I’m still a conservative. Nothing is 
different except that I now have less finan- 
cial worry, more liquid capital and a more 
thriving business.” 


COMMERCIAL CREDIT COMPANY 


NEW YORK CHICAGO 


BALTIMORE 


PORTLAND, ORE, SAN FRANCISCO 
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(CONTINUED FROM PAGE 9) 
grvatism and fair assurance that the 
housing units may be self supporting. 
The cost of housing to which Federal aid 
is given must not exceed $1,000 per 
room or a maximum of $4,000 per unit, 
except that in cities of over 500,000 
population the cost may not exceed $1,- 
950 or $5,000, respectively—in both 
cases excluding cost of the site. Not 
more than 10 per cent of the money 
spent by the Housing Authority may go 
to any one state. Occupation of the 
home units constructed is limited to 
families whose total income does not ex- 
ceed five times the rental or in cases of 
families of three or more minor depen- 
dents, six times. Both the capital grants 
and the annual contributions are pred- 
cated upon the elimination of slums of 
substantially equal housing capacity. 

It is anticipated, naturally, that the 
chief bank participation in the whole 
enterprise will be in the absorption of a 
large part of the bond issues put out by 
the Housing Authority to cover its local 
joans. These loans may be made up to 
90 per cent of the cost of the local proj- 
ect upon such security as may be satis- 
factory to the Federal Authority. The 
advances are to bear the “going rate” 
of Treasury financing at the time plus 
¥, of 1 per cent, and the amortization 
may run up to 60 years. Where the local 
contribution of 10 per cent of the cost of 
the project must be raised by loans the 
annual contribution from the govern- 
ments concerned offers very fair secur- 
ity for the loans in addition to whatever 
other security may be offered. As for the 
loans advanced by the Federal Govern- 
ment itself, the latter advances money 
with one hand and guarantees interest 
on its own loans with the other—illogi- 
cal, but apparently a safety device for 
the lender of the odd 10 per cent of 
cost. 

The bonds to be issued by the Fed- 
eral Housing Authority are fully guar- 
anteed by the Government, are free of 
all Federal, state and other taxation ex- 
cept surtaxes, estate, gift and inheri- 
tance taxes; cannot bear a higher 
coupon rate than 4 per cent and may 
run up to 60 years maturity. The limita- 
tions placed upon the outlays of the new 
Federal Authority both as to time and 
amounts indicates that Congress has 
considered the whole scheme more or 
less experimental. So far as it goes, the 
plan promises gradually to offer banks 
and other investors a considerable field 
for placing their funds in long term se- 
curities the bulk of which will have the 
merits of direct obligations of the 
Government. 


G. E. A. 
December 1937 


H.O.L.C. 


Interest 


Washington, D. C. 

_ authorities in Washington real- 

ize that Congress in its coming reg- 
ular session will probably pass one of 
the sundry bills now pending in the two 
houses providing for the reduction of 
the interest rate on Home Owners Loan 
Corporation mortgages from the 5 to 
possibly 2% per cent, and for lengthen- 
ing the loans’ amortization period up to 
as long as 30 years. 


ACTION NOW LIKELY 


MEASURES to these ends have been 
pending for months. Opposition to them 
from the Administration has held them 
back but it now appears that the bills 
are likely to pass. The Administration 
also opposed the bill to continue low 
rates on farm mortgages held by the 
Federal Land banks but the bill was 
passed over the veto of the President. 
That action foreshadowed similar legis- 
lation affecting the H.O.L.C. 

Fortunately savings and other banks 
and mortgage lenders generally have 
come to realize what such legislation 
means to them and are inaugurating 
organized opposition to it. This opposi- 
tion is based primarily upon a realiza- 
tion that a reduction in the H.O.L.C. 
rate of interest from 5 to 3% or even as 
low as 2% per cent, as proposed, to- 
gether with extension of the amortiza- 
tion period from 15 to possibly 30 
years, will inevitably influence interest 
rates on their own mortgage holdings 
although the parallel between the dis- 
tress financing of the Government 
agency and their own loans is not wholly 
correct. 


FOR SALE 


ONE consideration is the fact that the 
corporation now has on its hands for 
sale approximately 125,000 residential 
properties, valued at $379,643,696 as of 
October 1, and is rapidly acquiring 
other properties to an estimated value 
of around $600,000,000. These proper- 
ties will be sold, if, as and when possi- 
ble, very largely on a time basis at rates 
of interest and amortization fixed by 
any new action Congress may take as 
to existing loans. 

Competition of the Government 
agency with the banks is already keen 
and if the corporation can make loans at 
a lower rate of interest, all things con- 
sidered, than can be afforded by other 


COMMERCIAL 
INVESTMENT 
TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $65,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. 1. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 225 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


+ 


lenders the position of the latter will become highly dis- 
advantageous, to say the least. 

There is, besides, the further consideration that a con- 
tinuation of the Corporation’s life for an additional 15 years 
means the continuation of a demoralizing influence in the 
home mortgage field. This is far from being the intent or 
purpose of the Corporation but it is the inevitable result of 
having an emergency Government agency in operation after 
the emergency has passed. It is already evident that how- 
ever lenient the Corporation may be in the handling of 
emergency refunding loans it will hold a tremendous amount 
of property which will require the most careful handling for 
years to come if its affairs are not to demoralize the real 
estate market and affect the value of the loans of all other 
lending agencies. 


FROM THE TAXPAYER’S VIEWPOINT 


THE taxpayers naturally have the greatest stake; the finan- 
cial situation of the Corporation is such that any decrease in 
income means just that much loss to the Federal Treasury. 
In the course of the Corporation’s campaign to refund dis- 
tressed home mortgages it incurred an operating deficit of 
$30,290,955 as of June 30, 1935. In the fiscal year 1936 its 
income amounted to $147,214,437 and its expenditures to 
$150,947,877, thus increasing the deficit to $34,024,396. In 
the last fiscal year the Corporation had net earnings of 
$2,284,245, reducing the deficit to $31,740,151 as of June 
30 last. 


HIS BILL WOULD BE A BIG ONE 


IN other words, the Corporation is now barely paying ex- 
penses, but if the present rate of 5 per cent on its loans is 


continued, if business improves or at least grows no Worse 
and if other things are favorable the Corporation may be able 
to just about wipe out this deficit in the 13 years or so the 
bulk of its loans have yet to run. 

If, however, the interest rate on the $2,472,421,000 of its 
outstanding loans is reduced to 3% per cent, which is the 
highest rate proposed, the Corporation would lose more than 
$37,000,000 a year for the next 13 years on this accoyny 
alone. If the interest rate is reduced to 2% per cent, which js 
proposed in several bills, the loss would be over $800,000,000, 
The cost of re-writing over 900,000 loans would be Startling. 
The extension of the heavy overhead of the Corporation 
would add millions more. 


THE CORPORATION’S DILEMMA 


EVEN now, the condition of the Corporation, although 
really far better than might have been anticipated from the 
nature of its business in dealing with distressed loans, js 
none too promising. Its loans, as above mentioned, amount 
to $2,472,421,000 against which it has bonds outstanding of 
$2,962,686,000. Other assets bring in some income, but aside 
from its loans its principal asset is the real estate on hand for 
sale, the net income from which cannot be much of a factor 
in its present financial position. It has reserves of all sorts in 
the amount of $92,966,319 against an operating deficit of 
$39,620,118 as of October 1, or net reserves of $53,346,201 
in total assets and liabilities of $3,251,337,725. Whether the 
Corporation will ever pay out without substantial loss is 
uncertain at best. 

It certainly will not be able to do so if there is any in- 
terference with its present financial set up. 
G. E. A. 


SHORT AND MEDIUM TERM 


SUITABLE FOR 


Municipal Bonds sank INVESTMENT 


ISSUE MATURITY 


CHEROKEE COUNTY,IOWA _ 5-1-1949-50 (Opt. 5-1-1943) 
Primary Road 2\s 


CLEVELAND, OHIO 9-1-1943-44; 46-48 
Refunding-Unlimited Tax 2's 


FORT WORTH, TEXAS 11-1-1938-52 


Various 3%s 


GRANT COUNTY, WIS. 5-1-1943-46 


Highway Improvement 2s & 2s 


GREENBURGH, N. Y. 5-1-1939; 43-45; 47 


Various 2.70s 


HUMBOLDT COUNTY, IOWA 5-1-1949-50 (Opt. 5-1-1943) 
Primary Road 2s 


HOW DOES THE 1936 REVENUE ACT 
AFFECT YOUR INVESTMENTS? 


What will be the net yield after payment of taxes 
under the 1936 Revenue Act....At your level of income, 
will you benefit in net yield from buying bonds wholly or 
partially exempt from Federal Income Taxes. . . . These 
questions are answered in this folder... . There is a separate 
tabulation for corporations, including banks, trust com- 
panies, and insurance companies. ... A copy will be sent 
without obligation— write for Folder KC-Y7. 


ISSUE MATURITY 
INDIANAPOLIS, IND. 6-1-1943-46; 52 


Gas Plant Revenue 4s 


JERSEY CITY, N. J. 7-1-1941-47; 51 & 10-1-1940-45; 51 
General Imp. and City Hospital 4s 


MARYLAND, STATE OF 8-15-1951-52 


2% % Certificates of Indebtedness 
TROY, N. Y. 10-1-1938-47 
General City & Debt Equalization 2s 


YONKERS, N. Y. 12-1-1948-49; 51-52 
Refunding 2%s 


Prices and descriptive circulars 
upon request. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street + NEW YORK, 35 Wall Street + AND OTHER PRINCIPAL CITIES 


BANKING 


q 
= 
AX YIELDg AND THEIp “ey 
IN 
fax. The Chary "thin 
| 
12 


Active Fite— ) ou can find a letter in this file quicker 
than you can find a name in a phone book. 


Inactive Fite—Seldom-referred-to yet essential pa- 

pers moved periodically into inexpensive transfer cases, 

save active filing space, save time and money and speed 
up reference. 
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IGHT now your files may be filled to bursting with old 
letters, papers, memoranda. Papers that may be costing 
you $75 to $375 or more every year to keep! 


These should be transferred where they can be easily referred 
to. First, to make room for your new, live papers, and second, 
to avoid delays they might cause by obstructing daily filing 
and finding. 


Out of 44 years of filing experience Remington Rand can 
recommend proved plans to stop this expense, to speed up 
filing and finding in both active and inactive files. 


The Remington Rand office in your city will be glad to help 
you work out a plan that will apply to your own business. 
Telephone the nearest Remington Rand office or mail cou- 
pon below, for our newest book. No obligation. 


MAIL THIS COUPON 


Remington Rand Inc., Dept. B-112 
165 Washington Street, Buffalo, New York 


Please send new book, “44 Years’ Experience 
Free”, and tell me how to modernize my Fil- 
ing System. 


Name 

Firm Name 
Address... 
City 
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Commercial accounts 


Proving: listing 


Trust accounts and liability ledgers 


A machine 


NATIONAL has gone the entire 
way in producing bookkeeping 
and accounting machines for 
banks. There is a specific machine 
for every phase of work: 


Window posting machines for savings 
accounts 

Window posting machines for personal 
loan and mortgage accounts 

Posting machines for commercial 
accounts 

Typewriting-listing machines 
transit letters 

Straight listing machines for proof 
work 

Wide-carriage typewriting-posting ma- 
chines for trust accounting and 
liability ledger posting 


for 


Savings accounts 


Check-writing and signing 


Trust account income tax analysis 


Mortgage-loan department 


Central control proof 


Safe-deposit-box rental 


General ledger 


for every department 


Analysis machines for central control 
proof work 

Typewriting-bookkeeping machines for 
correspondent bank ledgers 

Remittance control machines for safe- 
deposit-box rentals 

Check-writing and signing machines 
for dividend and general disburse- 
ment checks 

Distribution machines for income tax 
analysis of trust accounts 

Typewriting-bookkeeping machines for 
general ledger posting 


“tional 


DAYTON, 
Typewriting-Bookkeeping Machines ° 
Posting Machines ° 
Check-Writing and Signing Machines * 


Cash Registers 
Accounting Machine Desks 
Bank-Bookkeeping Machines 


Nationals are in use in banks the 
country over. Ask our represen- 
tative in your locality for a 
demonstration of these machines. 
Have him show you a list of 
National users. It will surprise 
you to find the number of banks 
—both large and small—which 
use National equipment. 


Postage Meter Machines 
Correct Posture Chairs ° 
Analysis Machines 
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Social Security Tax Burden 


By GEORGE E. ANDERSON 


ECLARATIONS in behalf of the 
D Social Security Board indicate that 
there is to be no change in the Act, so 
ar as the administration is concerned, 
with respect to the huge reserve fund 
which the present law contemplates. 
The implication of this decision from an 
immediate banking standpoint is, as 
frankly declared by a member of the 
Board, that “it transfers Government 
obligations from private to public own- 
eship.” In other words, from now on 
theamount of Government bonds in the 
hands of banks and the investing public 
generally will rapidly diminish. 

According to figures given by the 
President in his latest budget estimates, 
the income from social security taxes 
and payments into the unemployment 
trust fund raised by taxes in the states 
under their own laws will this year ag- 
sregate$1,075,000,000, i.e.,$575,000,000 
from the old age pension features cov- 
ered by Federal taxation and an addi- 
tional $500,000,000 raised by the states 
and paid into the Federal Treasury. 
Since the Federal deficit for the current 
fiscal year is now estimated at $695,- 
000,000, the income from these social 
security sources will cover this year’s 
deficit and provide $380,000,000 for the 
retirement of outstanding Federal ob- 
ligations. 

INVESTMENT OF FUNDS 


UNDER the law all social security and 
unemployment trust fund income must 
beinvested in special or other securities 
of the Government netting 3 per cent in- 
terest and held by the Treasury. The 
proceeds are then applied to the current 
expenditures of the Government, in- 
cluding the retirement of outstanding 
obligations out of the excess of social 
security income over the current deficit. 
At the current rate of collection of these 
taxes and allowing for the anticipated 
year end increase, there will be substan- 
tial balance between the income of the 
Government, including such taxes, and 
its expenditures soon after the New 
Year. The result will be not only no new 
money issues by the Treasury but also 
that much of the refunding hereafter 
will be from funds held by the public 
into the special social security issues to 
beheld by the Treasury. 

The only amendments to the present 
Act sought by the Social Security Board 
are in the way of improvements in the 
administrative provisions. and the ex- 
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tension of the benefits of the system to 
new groups—probably to include do- 
mestic servants, Government employees 
and agricultural workers. Such exten- 
sion will increase the amount of taxes 
and also the reserve fund, which, it is 
estimated, will be $47,000,000,000 by 
the time today’s younger workers reach 
retirement age in 1980. 

As has been pointed out previously in 
these columns, the early effect of this 
system upon banking promises to be an 
increasing shortage of Government 
securities, which may indeed have its 
good points from a banking standpoint 
provided other lines of investment are 
opened up. If this increasing shortage of 
Government securities meant the re- 
tirement of the Government debt it 
would have other effects which could 
not be otherwise than beneficial. The 
fact of the matter, however, is that in- 
stead of retiring the debt this so-called 
reserve fund in the Treasury represents 
the piling up of an increasingly large 
debt, which is all the beneficiaries of the 
social security system have to show for 
their money paid out in taxes. 

The whole system is an elaborate 
bookkeeping arrangement under which 
the Government collects money from 
the taxpayers, pays it out in current ex- 
penditures or the redemption of out- 
standing obligations and issues its own 
bonds in equivalent amount payable to 
itself. It augments its own funds by pay- 
ing interest on its own obligations to it- 
self, the interest, of course, coming from 


the taxpayers. 
THE TAX DRAIN 


IN the meanwhile the Treasury will 
draw from taxpayers on the social secur- 
ity and unemployment account upward 
of a billion dollars during the current 
fiscal year, nearly twice that amount in 
the next fiscal year and after 1939 still 
more. None of the social security or old 
age pension tax will be paid out until 
1942. In other words, until the latter 
year the business of the country and 
taxpayers in general will be drained of 
something like $9,000,000,000 in taxes 
which will not even have the merit of 
being returned to the business commun- 
ity and the taxpayers in general in the 
form of Government expenditures. The 
general effect cannot be otherwise than 
highly deflationary. 

What these taxes mean to business in 
the current recovery period has been 
calculated by General Motors in terms 
of the increased cost of its products. At 
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GEWERAL MOTORS AA 7 a 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning: 
DELCO lighting, power 


and heating equip- GENE 


ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


MOTORS 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 

Al and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


Where to, please? 


It’s all the same to your telephone. It carries your 
words quickly, clearly across the continent, to some 
70 foreign lands, to a score of ships at sea, or just 


around the corner. 


Every day more than 67 million calls are made 
over Bell System wires. Yet your calls go through 
as though the entire system were yours. 

Speed, convenience and low cost are what make 


the telephone so valuable in your every day life. 


BELL TELEPHONE SYSTEM 


the current security tax rate the annual 
charge upon that corporation will be ap- 
proximately $18,000,000, which, at the 
average selling price of its motor cars 
means an increase of from $10 to $12 ‘ 
unit. If the increase in the cost of auto. 
mobile materials due to such taxes be in- 
cluded in the estimate, the increased 
cost per motor car unit will be from $20 
to $25 during next year. The increase in 
the cost of motor cars merely illustrates 
the increased cost of everything pro- 
duced by industry. As higher tax rates 
go into effect the increase in costs will be 
proportionately larger. 

What the present system amounts to 
is the collection of taxes for an eleemosy- 
nary purpose and their diversion to 
other uses. Benefits under the social 
security system are to be paid out only 
by annual appropriation by Congress, 
and for many years to come, if not in- 
definitely, they will be paid out of taxes 
collected during the year in which pay- 
ments are made. In other words, there 
is no benefit whatever in the huge re- 
serve fund now being built up in the 
form of mounting public debt. 


WHAT IS A RESERVE? 


A FAIR reserve fund, for which money 
to be collected during the current fiscal 
year would seem to be ample, can be 
justified as against years of failing 
revenue from social security taxes. Re- 
serves beyond a reasonable amount for 
this purpose are unnecessary and, under 
the terms of the law at present, are an 
expensive delusion, since the present 
so-called reserve itself gives the benefi- 
ciaries of the system no assurance 
whatever. 

The drain upon both business and its 
employees should be reduced to the 
amount actually necessary to meet cur- 
rent annual appropriations for social 
security benefits. The present tax is un- 
necessarily high and should be modified 
accordingly. There is considerable 
ground for the claim that benefits should 
be started earlier, not only for the pur- 
pose of removing many aged workers 
from relief rolls but also in order that 
taxes collected for the purpose could be 
returned to industry and commerce in 
the way of payments to beneficiaries. 

Annual taxes to meet necessary an- 
nual payments also will have the merit 
of enabling the country to realize where 
it is going in this experiment and to 
regulate its policies accordingly. In ad- 
hering to the present system the social 
security authorities are piling up 4 
mountain of trouble both for themselves 
and for the country at large, and drain- 
ing funds from business which the latter 
can ill afford in a period of recovery. 
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“4 
fry » 
PROTECTED 


Do you know what the great American 
system of capital stock company fire 
insurance* means to the economic 
structure of the country and to the 
security and personal safety of you 
and every other individual of these 
United States? It is your right to know. 


Capital stock fire insurance gets its 
name from the fact that it is written 
by capital stock companies. Making 
it their practice to conserve zealously 
an amplitude of resources with which 
to guarantee the fulfillment of their 
promises, these companies give to 
property-owners a quality of protec- 
tion that has never been surpassed. 
And, they do so at a pre-determined 
cost, which today is the lowest in 
insurance history. If you own prop- 


HUMAN LIFE MADE 
SAFER 


erty that is subject to loss or destruc- 
tion by fire, this insurance system 
renders you a two-fold service... 
(1) prevention of losses and (2) in- 
demnity for losses should they occur. 
Insurance is the solid foundation of 
business credit. Its security enables 
commercial enterprise to proceed with 
confidence. Its guarantee makes it 
possible for your town’s leading in- 
dustry to finance the purchase of 
equipment and risk its products to the 
hazards of transportation. So, even in 


APPROVED 


your livelihood, it is a vital factor. 


And, as for prevention? There is a 
story only volumes could tell. At their 
own expense, the stock fire insurance 
companies together maintain engi- 
neering and research organizations to 
reduce fire danger; laboratories to test 
materials and devices for fire safety; 
a corps of investigators to assist pub- 
lic officials in securing the arrest and 
conviction of firebugs. 


Your community has fewer fire haz- 
ards; fire-fighting equipment is more 
efficient; the many appliances you use 
in your own home are safer . . . due to 
the activities of capital stock fire in- 


surance companies operating through 
THE NATIONAL BOARD OF FIRE UNDERWRITERS 
85 John St., New York Established 1866 


*CAPITAL STOCK COMPANY FIRE INSURANCE provides sound protection at a pre- 


determined cost, without risk of assessment to the policyholder. Its promise is backed not merely by legal reserve but by capital stock and a 


surplus to meet not only normal expected losses but those that are abnormal and uncertain .. 
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. even extreme losses due to conflagrations. 
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Air Conditioning 


A 365-Days-Per-Year Investment! 


@ There's not a day in the year that Carrier Air 
Conditioning isn't worth its weight in gold. All 
winter long, your Carrier System assures posi- 
tive ventilation and healthful humidification— 
eliminates stuffy, “dried-out” air and dangerous 
drafts. All year ‘round, it cleans the air— 
filters away dirt and dust, makes painting and 
redecorating far less necessary. And as for hot 
weather—who wouldn't be happier, healthier, 
get more done working in an atmosphere that's 
cool, clean, free from oppressive humidity? 


Thanks to Carrier ingenuity, you can enjoy 
Carrier Air Conditioning wherever you like. In 
your private office — throughout the banking 
quarters—or your entire building. And regard- 
less of the size of your installation, you can be 
sure of this: its dependability is assured by the 
knowledge gained during 35 years devoted 
exclusively to air conditioning—by the experi- 
ence gained through making installations in 99 
countries of the world. 


Your local Carrier representative will give 
you further information—gladly. 


©) GOING UP! In the great Phila- 
delphia Savings Fund Society Build- 
ing—in the smallest country banks— 
profits are going up with Carrier Air 
Conditioning. Mail this coupon today 
for complete information on Carrier 
Air Conditioning for your bank. No 
obligation of course. 


CARRIER CORPORATION, Desk 1136 
Syracuse, New York 

Without obligation, send me complete 

information on Carrier Air Conditioning 

for — Banks; [J Office Buildings; 

Homes. 


BANK STATISTICS REVEAL Big Savings 


) 10,000 MORE ITEMS were 


Personnel Efficiency Increased . . Rental Occupancy Maintained. . 
Working Conditions Improved . . say Nation’s Progressive Bankers 


handled in 242 hours less time 
by the American National 


Bank, Nashville, Tennessee, 


the very day the Carrier Sys. 
tem was installed. “Of course,” 
writes Comptroller Wilson, we 
attribute this to the Carrier Air 
Conditioning, as that was the 
hottest day of the summer,” 


@ six MINUTES PER DAY per 
employee pays the entire cost 
of owning and operating the 
Carrier System in the North- 
ern Trust Company, Chicago. 
Low cost? Yes! Particularly 
when you realize that absence 
due to illness was reduced 
50% within 3 months after 
the Carrier Air Conditioning 
system was installed. 


(©) 98% RENTED! In spite of 
the fact that the American 
Bank Building of New Orleans 
faces unusually severe rental 
competition, occupancy of 98% 
has been constantly main- 
tained since the Carrier Sys- 
tem was installed in 1933. 


@ “100% CLEANER AND 
QUIETER,” say officials of 
the Fidelity Trust Company, 
Baltimore. Reason: In addi- 
tion to controlling the tempera 
ture and humidity, the Car 
rier System makes it possible 
to keep doors and windows 
closed, shutting out dirt and 
noise. Then, too, all air is 
carefully filtered to remove 
dust and harmful impurities. 
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Some Matters of Importance 


By ALBERT W. ATWOOD 


When Finance Becomes Astronomy 


ESERVES, both of their own banks and of their cus- 

R tomers, are part of the daily food and drink of bankers. 

Just at the moment, however, the most talked of re- 

serve is that of the Old Age Account under the Social Secur- 

ity Act. The heart of the question is whether this is a real 
reserve or merely fiction. 

No one with the slightest concern in economic, financial, 
accounting, life insurance and actuarial problems can fail to 
be deeply interested. For one thing it is officially estimated 
that the balance in the reserve will be $46,942,700,000 by 
1980, or ten billion dollars more than the present national 
debt. Thus finance becomes astronomy. The New York 
Times, sober, economically literate, edited with almost 
painful scrupulosity, describes the reserve as “Financial 
Hocus-Pocus”’. 

The persistent question is what is to be gained by the 
Government investing in its own bonds at 3 per cent, letting 
the “interest” build up a “reserve”. As M. Albert Linton, 
president of the Provident Mutual Life Insurance Com- 
pany, said to the American Statistical Association last 
December, “‘ Where does this interest come from? Will it not 
in the future as in the past be raised by taxation? And if it 
is to be raised by taxation can we be sure that the burden on 
the future will be lightened?” 

The bonds in the old age reserve account “earn” interest 
only as the general taxpayer comes across. The whole elabo- 
rate reserve scheme, with one branch of the Government 
issuing bonds to another branch, merely serves to mystify 
the voters and to obscure true costs. These costs may be 
worth while, but the public should have been told from the 
start what they were and not given the fallacious impression 
that somehow they could be earned by a process which one 
of the most cautious and conservative newspapers in the 
country describes as “‘hocus-pocus”. 


The Belief in Fairies 


7 an outside journalistic observer, never employed by a 
bank and never in search of political office, the proposal, 
embodied in a House bill, that the Government shall aquire 
ownership of the 12 Federal Reserve banks seems not only 
unnecessary but altogether unwise. In the first place the 
intricate problems of banking and credit will not be solved 
by a change of ownership. The system will function no 
better merely because the Government becomes its owner. 
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The present arrangement is a peculiarly American adapta- 
tion to central banking principles, happily avoiding complete 
domination either by private or political interests. Dr. John 
C. Merriam, distinguished scientist, speaking of conserva- 
tion, says “there must be intimate participation of many 
agencies if full values are to be obtained. The cooperation 
of business, research, education and government will be 
needed.” It is precisely the same in the field of credit; to 
imagine that government ownership is the cure-all is to 
believe in fairies. 


Who, Then, Is The Speculator? 


PROPOS of Autumn’s 25 billion dollar decline in listed 
stocks everyone, high or low, in the same profession as 

Mr. Aldrich, chairman of the Chase National Bank board, 
should read his address, “‘The Stock Market from the View- 
point of a Commercial Banker.” It is factually convincing, 
concise and clear. He believes cumulative governmental pol- 
icies impairing the efficiency of the market can be modified 
without abandoning underlying efforts to eliminate abuses. 

There seems to be no official reply to this except that the 
Securities and Exchange Commission regards itself as the 
investor’s advocate and aims at an investor’s instead of a 
speculator’s market. Francis E. Frothingham, new president 
of the Investment Bankers Association, says, “we must 
share with S.E.C. responsibility of advocating for the 
investor.” Commercial bankers also will say amen for 
themselves. It is like pushing back the tides with a toy broom 
for a Government agency alone “to advocate for the in- 
vestor”, if, by and large, the bankers of the country do not 
perform the same function. 

Certain abuses have been reduced under the securities 
and exchange acts, but zeal has been overly artificial and 
theoretical. For instance, in the real world there is no such 
hard and fast line, no such sharp distinction, between invest- 
ment and speculation as these official gentlemen make out. 
They say they are the investor’s advocate, but who is the 
investor? A man may buy one security, which seems very 
good, pay for it in full, lock it up in his strong box, never 
shift, and then after some years find it utterly worthless. 
Who, then, is the speculator? 

The securities market is everybody’s business, not just that 
of a few millionaires and professional floor traders. Invest- 
ment and speculation are inextricably intermingled; vigilant, 
well meaning but doctrinaire pursuit of speculative evils 
should not go so far as to damage investment processes. 
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Can Professors Teach Bankers? 


E are to deal here with the question of whether there 

is anything that a professor can teach a banker—or a 

young man who wants to be a banker—about his 
own business. The answer is going to be, “ Yes, there is a lot, 
and also a lot that can’t be taught except by going into a 
bank and learning it.”” The converse question, whether there 
is anything that a banker can teach a professor, doesn’t come 
up. You can’t teach a professor anything; it’s too late—he’s 
full. And, anyway, if you taught it to him, he couldn’t do it. 
So we leave that out. 

But the question of what a banker can learn, if anything, 
at college, reopens a whole chapter in the theory of educa- 
tion. It is a chapter which is all written over with contrary 
opinions, the lines crossed with conflicting theories—and the 
ink still wet. 

There is one broad school of opinion which holds that you 
can only learn practical things by doing them. “ We learn to 
play the flute,” wrote Aristotle, ‘‘ by playing the flute.” This 
theory carries with it not only the authority of Aristotle, 
but also that of Dickens’ immortal Mr. Squeers who taught 
his unhappy pupils on this plan. “W-I-N, win,—D-E-R-S, 
ders, ‘winders’,” he told the spelling class,—“‘go and clean 
’em.”’ 

In the same way today may successful business men take 
pride in telling you that they were thrown right into busi- 
ness at 12 years old. They prefer to be “thrown in,” or even 
“pitch-forked”’ in—the rougher the stuff the better. A busi- 
ness millionaire once told me that he was never able to “do 
fractions,” never understood what they meant. But he 
needn’t have told me. I could see he didn’t. 

But there is the opposite extreme which is worse nonsense 
still—the idea that theory covers everything, that all busi- 
ness knowledge can be turned into graphs and charts and 
equations, that a department store can work out an “equa- 
tion of customers’ desires,” or a brewery business measure the 
“saturation point”’ of its territory. This new “black magic” 
is immensely stimulated by graphs, and by figures plotted on 
a chart. It is reinforced by mathematical symbolism involv- 
ing such pictures as f(x) which means a “function,” or \/ —1 
which means a revolution backwards and can be used for 
slumps and depressions. This last symbol will show you 
how much money you’ve lost—after you’ve lost it. The 
United States Government—no less a person—published a 
few years ago in a bulletin a form of calculation for a forecast 
of the price of hogs by the use of logarithms. As no farmers 
keep logarithms now it fell flat. But it illustrates all the vast 
domain of humbug with which the affectation of esoteric 
learning confounds the simple. A leading magazine, too ex- 
alted even to be named except through a gas mask, published 
in its issue of October 1937 an article called “The Plain Man 
and the Economists.” Among other plain, straightforward 
conclusions it reaches the decision that “the income that 
comes under the purview of the income tax authorities” can 
be expressed as: 

Poot P’20+ Pso+ =t 
I imagine that few of us have ever doubted this. 
No wonder that many a really plain man turns from all 
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theoretical stuff about business with contempt and distrust. 
wants to run his business in his own way, and when he 
wants a junior gets a boy who can read and spell and say 
“Yes, sir,” and move fast. “I learned my banking,” so said 
to me years ago a bank manager in a town down by the sea, 
“on a Nova Scotia schooner. When I did a thing wrong, | 
got my backside kicked.” 

Nor is there the faintest doubt that there are ever so 
many things which textbooks and theories can never 
teach. To professors and outsiders the whole practical trade 
and activity of a banker is as much a mystery as a mediaeval 
craft, and it is silly to think a college can teach it out of a 
book. 

The fact is that once and for all there are a lot of things 
that are unteachable—things that we only do by inherent 
instinct or acquired habit. A bank teller can generally tell 
an honest man from a crook. If he couldn’t he’d be out of his 
box in a week. How does he do it? Iam sure that I cannot tell, 
and neither can he, except perhaps that a crook looks so 
terribly honest, and an honest man, unidentified, looks so 
terribly crooked. But the silliest thing for the teller to do is 
to go and take lessons in the Psychology of Business and 
learn out of a little book how to look the prospect in the eye, 
and get a reaction off him that turns him into an open page. 

All such stuff as that is just a mass of pretentious humbug. 
It is about fit to sell off the tail end of a street wagon under 
a naphtha lamp. 


AND THEN ON THE OTHER HAND 


BUT when you have said all that and finished with it and 
have admitted that there’s a great part of the mystery of 
banking that can only be taught by experience, there remains 
a wide field where the truth is exactly the other way. This is 
the domain which covers money, the circulating medium, 
the rise and fall of prices and the mechanism of international 
exchange. Here experience can never reach to the funda- 
mental explanation of what is going on. 

Experience moves only on the surface like a fly ona looking 
glass. What is visible obscures rather than explains the true 
nature of what is happening. The fly might walk forever and 
never guess the nature of the reflection of light and the prop- 
erties of the metal mercury. In this aspect the teller handing 
out gold and paper, nickel and silver, could get no further 
explanation, as far as his routine is concerned, of the why and 
wherefore of it all than can the fly on the glass. 

Why and how does money circulate? Is gold needed? Why 
do prices go up and down? Is it possible to control their 
movement? How does the currency of one country react 
upon that of another? And, with it all, what is the relation 
between rising and falling prices and social justice—the ad- 
justment, that is, of work and wages and of the conflicting 
claims of debtor and creditor? 

These questions are, without exaggeration, the most im- 
portant of all the material questions now before the world. 
It can be admitted that immaterial questions—such as 
whether there is a hell and who goes there—are more vital 
still. But of the practical questions on which depend pros- 
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By STEPHEN LEACOCK 


perity and catastrophe, peace and war, the welfare of man- 
kind, there is none which transcends in importance this 
problem of money and currency. That it is an unsolved 
problem is neither here nor there. It is one of the problems 
that have got to be solved and the solution of it could never 
be found in the mere routine of banking. 


ABOUT GOLD AND COWS 


LET me try to make it clear in a few simple strokes, like a 
child’s drawing, just what the world’s money problem is. 
From that one can see how to approach it by study. 

Ages ago primitive man supplied each his own wants, or 
got what he wanted at the point of a club. 

Then came barter, swapping what you had and didn’t 
want for what you wanted and didn’t have. It’s a poor plan 
outside of a Ladies’ Aid Society. But it showed up the fact 
that there were some things that all the people wanted all 
the time, such things as jewels and gems and gold and silver. 
Best of all was gold—you could divide and redivide it, and 
you couldn’t break it or spoil it if you tried, and you could 
tie enough up in a belt round your waist to run away and 
start a new life with a different woman. So gold became 
“money”? and kings coined it and stamped its weight and 
fineness on it and all the world bought and sold with it. 

How much of other things would a piece of it buy? Well, 
the answer looked easy at first but got harder and harder till 
now no one knows it. At first it seemed, in a rough and ready 
way, that a piece of gold exchanged like everything else in 
proportion to the amount of labor and trouble it took to 
produce it—in this case, to find it and smelt it free from im- 
purities. In William the Conqueror’s time a cow was worth 
about a dollar and a half (say 33 grains of gold) because it 
was easy to raise a cow and hard to find gold. In Tudor times 
the cow was worth five times as much because the easy gold 
from America came in, and in the days of Queen Victoria at 
least 50 times as much—gold getting easier and cows harder. 
But with all the changes the equation was there—exchange 
in terms of proportional cost. 

But it kept getting harder and harder to follow. When Eu- 
rope began (about 1700) making wide use of bank notes to 
make the gold go further, what then? And when bank entries 
of deposits and withdrawals, loans and discounts more and 
more replaced metal transactions, where was the gold 
equation gone? 

So we have now a situation in which the banker is no wiser 
than his fellow men and in which the professor, at the best, 
is only the one-eyed man in the kingdom of the blind. 

Observe that the material for study, the basic situation, is 
clear enough to anybody and everybody, without any per- 
sonal or technical connections with banks and exchange. 
Buying and selling, the use of coins and paper, the conception 
of rising and falling price, are phenomena familiar to us all 
from childhood. In recent years the perpetual and universal 
tabulation of prices in percentages, with a special year or 
period as the base, has made clear to everybody the mere 
mechanism of rise and fall. 

But all this is only the foreground. It is the background 
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HERE am I, a professor of 35 years’ teaching of 
economics (I am afraid I have even given lectures 
called Money and Banking), and yet I haven’t the 
faintest idea of how a banker actually makes a 
loan. I can picture myself as a professor trans- 
formed into a banker, sitting behind glass, and 
someone coming in to me and saying, “I was won- 
dering if you could lend me a thousand dollars?” 

I could only answer, “Well, it seems an awful 
lot and I don’t know whether we have that much 
but I'll find out.” 

“I’m afraid I can’t offer any collateral,” says 
the customer. 

“Any what?” 

“Any bonds, or any securities, as a pledge for 
the money.” 

“Good Heavens, I wouldn’t ask for anything as 
mean as that! What do you take us for? If we’ve 
got it, you’re welcome to it—ah, here comes the 
teller with the money—take it. Write a note? Oh, 
no; we can remember it. That’s all right, good-bye.” 


which needs light. Does the world need metal money? Does 
it need actual circulating gold to carry on its trade?-—Must 
there be a gold standard? I am one of those, among much 
wiser people, who think that it does. Personally I would go 
further and say that at this very moment the world is 
strangling, choking, for want of just such a free circulation 
of what is to it as the breath of life. I do not think that we 
can ever have stability and prosperity without a basis of 
metal money freely moving—not a basis of regulation and 
juggling and control. This, I believe, is the key source of our 
present trouble. As I see it, we must have a basis of things, 
not opinions, like the Massachusetts Constitution that offers 
a “government of laws and not of men.” 

But, though I think that, other people don’t; and these 
people are of the highest authority, whose books are so recon- 
dite and so full of algebra that they make the hogs and log- 
arithms look like kindergarten stuff. A few years ago this 
opinion of the needlessness of gold money, this idea that the 
gold standard was as antiquated as a stage coach, seemed 
likely to sweep the world’s gold into the litter heap with 
Johannesberg a cow-pasture and Noranda gone back to 
moose hunting. The opinion did not prevail. The present 
trend is the other way. The world clings to gold even if it 
only sits on it and won’t spend it—like a child with a treas- 
ured penny. 

For such a situation there can be no solution except in 
study. The teaching of experience is too rude. It is like learn- 
ing medicine from death. We must all get back to school— 
bankers and all. What if professors disagree and classes 
divide, the truth must lie somewhere. The wise young banker 
will say to himself, “back to Ricardo”; and from Ricardo 
he will be drawn forward to General Walker’s matchless 
treatises of 50 years ago; and from that through a magic door 
into the tangled and overgrown labyrinth of monetary 
theory. Back to lectures! Even the worst of them are better 
than none at all. This monetary mystery will give up its 
secret some day. As the despairing curate said of religion, 
there must be a kind of something in it. 
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Reserves Against Bond Declines 


By E. SHERMAN ADAMS 


(The author discussed other phases of reserves against security 
losses in November BANKING.) 


E reason for having a carefully defined program for 
accumulating reserves against losses and depreciation 
in securities is that it helps to insure that appropriations 

will be ample and that they will be made regularly. 

The first step is to determine a reserve objective that 
will provide a wide margin of protection against possible 
losses and depreciation. The proper size of the reserve ob- 
jective will depend upon the degree of market stability 
enjoyed by the bank’s security holdings and by the circum- 
stances of the individual bank. Particular consideration 
should be given to the structure of the bank’s capital account, 
the ratio of securities to total capital funds and especially 
to surplus and undivided profits, the liquidity of other assets, 
and the nature of the bank’s deposit liabilities. 

Market stability in securities depends largely upon 
quality and distribution of maturities. Marketability is 
sometimes an important factor. One very logical approach 
to the problem of setting a reserve objective, therefore, 
would be to classify all good grade bonds into groups accord- 
ing to maturity and all other securities into groups according 
to quality. This makes it easier to analyze the degree of risk 
in various sections of the portfolio. Reserve requirements 
can be estimated for the various groups of bonds and com- 
bined to make a total reserve objective for the whole ac- 
count. 

In this connection, it is helpful to estimate how much 
various parts of the portfolio would decline under varying 
market conditions. This can best be done by treating each 
group of securities as a single issue and using a bond yield 
table to compute price changes which would result from an 
assumed advance in yields. 

The reserve objective may be a definite amount of money 
or may be expressed as a percentage of either the book values 
or the market values of various groups of securities. Of these 
three choices, a percentage of book values is probably the 
most satisfactory, but it is proper to keep market values in 
mind as well in fixing the percentages. Market values alone 
are too changeable to furnish a good basis. If a definite 
amount is used, it should bear some relation to book and 
market values. 

Having set a reserve objective, the next step is to decide 
how rapidly it should be attained. A good objective is ob- 
viously of no value unless substantial progress is made 
toward it within a reasonably short period of years. There is 
justification for reducing the rate of accumulation after a 
sizable sum has been reached. 

There are several methods for computing suitable appro- 
priations from income for a particular period. One is to set 
aside regularly a certain percentage of the book values of 
various groups of securities, or else of income received from 
them. It is natural that the percentages employed should 
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depend largely upon the size of the reserve, the extent of the 
reserve objective and the planned rate of accumulation, 

Another procedure that has some merit is to appropriate 
all income received from securities in excess of a given per- 
centage of return on book value—perhaps above 3 per cent 
on corporate obligations, for example, at the present time. 
It is apparent that this rate of return should be adjusted 
from time to time according to bond market conditions, It 
should bear some relation to prevailing yields on high grade 
short term bonds. This practice serves to remind the banker 
constantly that bonds producing higher yields carry greater 
risks against which provision should be made. 


ALLOCATING PROFITS AND APPROPRIATIONS 


IT IS worth while to analyze carefully various methods of 
allocating bond profits and appropriations from income. 
These may either be used to write down book values of in- 
dividual holdings or carried to a special reserve account. 

If particular holdings are written down, it is logical to 
select those that are likely to fluctuate most widely in price; 
namely, long term and second grade issues. Instead, many 
bankers are disposed to charge off premiums regardless of 
the market stability of the particular bonds. A favorite 
device of bond salesmen these days is to suggest switching 
from some long term security to a bond of short maturity 
and using the profit realized on the sale to write down the 
premium on the bond purchased, thereby obtaining a high 
so-called “yield” on the short issue. Another plan some 
bankers follow is to amortize all premiums entirely within 
the space of three or four years by charges against income. 

These practices are commendable as far as they go but 
they may lead to unsatisfactory results. It would be highly 
illogical, for example, to write off an eight-point premium on 
a top grade issue like Allegheny Valley 4s of 1942 and make 
no provision against possible depreciation in some long term 
BBB bond purchased below par. This would mean that 
legitimate amortization charges against income would not be 
made and appropriations that should be retained as a reserve 
would be absorbed into income over a period of a few years 
in a disguised form. 

Another disadvantage in planning to charge off all pre- 
miums otherwise than by ordinary amortization is that 
bankers may be influenced in their selection of bonds by the 
size of the premiums. They may buy securities of inferior 
quality or long maturity partly because these issues happen 
to be selling near par. As a matter of fact, a study of high and 
low coupon bonds seems to indicate that high premium issues 
yield a higher return and fluctuate less in market price on a 
percentage basis than bonds of comparable status bearing 
lower coupon rates. 

The banker who works out definite reserve policies will 
do more than accumulate an adequate reserve account. 
Constantly reminded of the dangers lurking in his bond 
portfolio, he will very probably strengthen the composition 
of his holdings to avoid potential depreciation and losses. 
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Investing for Price Stability 


By HARR F. RANNEY 


one had as high a current value on September 30, 
1937, as it had on January 1, 1937. 

Considering the action of the bond market during this 
period, it is not surprising that such a record is rare. 

It may be interesting to examine the investment factors 
which enabled our most successful bank to maintain the price 
level of its securities, despite the general market decline. 

Long term high grade bonds go down when money rates 
change—we saw American Telephone 3%s of 1966 go from 
102 on January 1 to 9934 on September 27—after a low of 
963%. Sometime they may sell under 90. Or they may not. 
Commercial banks can not afford to take the risk. 

Short term high grade bonds (1-5 years) depreciate too, 
but not as fast. A five-year 3 per cent bond at 101% yields 
about 2.75 per cent. If rates for this paper go to a 3 per cent 
basis one loses only 114 points—only 414 months’ interest. 
A 30-year 3% per cent bond going from a 3.25 to a 3.50 basis 
drops about 4% points or 1634 months’ interest. 

Very short issues—6 months—hold their prices firmly. 
Theoretically a commercial bank should own no security 
maturing after six months from date. 

High grade callable bonds acted well during the first half 
year. 


()' THE 65 bank portfolios I look over periodically only 


Approx. Price Bid Price 

About 1/1/37 10/1/37 
105% 10534 
10534 105% 


Delaware Power & Light... .4%s 
Iowa Power & Light 

Jersey Central Power & 

105% 
107% 
10734 105% 
107% 10738 
106% 107 
103% 104% 


10534 


95434 
Average 106.0625 


104% 
N. J. Power & Light 106% 
Reading Company 

Safe Harbor W. P. 

Southern California Gas. . . 
So. Counties Gas 

*Union Elec. Lt. & Power of 


102% 


94734 
105.3055 
* Called for payment 7/1/37 


The above list of suggested purchases published in Bar- 
ron’s in July 1936 compares their price action for the first 
nine months of this year. Allowing 4 per cent for yield and 
¥ per cent for amortization, there was practically no depre- 
ciation in these bonds. 

Convertibles, despite the deflation of stock prices from 
March to the end of September, held their own remarkably 
well, on the average. 


Approx. Price Bid Price 
» About 1/1/37 10/1/37 
106% 99% 
Youngstown Sheet & Tube 34s 1951 129% 130! 
Republic Steel 4%s 1950 132% 1522 


1 Called for payment August 25, 1937. Sold before call date. 
* Conversion price increased September 1, 1937. Sold before Septem- 
ber 1. 


December 1937 


Consolidated Oil 


Republic Steel 110 110 
Great Northern “G” 119 116 
Sharon Steel 113 1057%* 


710% 
Average 118.417 


713% 
118.854 


Our gold star bank maintained the value of its bond hold- 
ings by sound application of the above investment factors. 

In January, as now, it seemed obvious that low coupon 
high grade long terms would some day go down in price. So 
we kept none in the portfolio. Not having a crystal ball to tell 
us when prices would change, we had to risk moving too 
early rather than too late. 

High grade shorts looked the safest—so we concentrated 
our funds there—S0 per cent in governments due within five 
years with about half of this in 6- to 9-month discount bills. 
This, added to a fair amount of commercial paper due in six 
months or less, gave an average return of 1 per cent from 
these funds—almost starvation wages for money, but we still 
have the money and we hope to get a wage increase sometime. 

About 35 per cent of the funds, placed in high grade call- 
able bonds, yield over 4 per cent on the average. The theory 
of buying callable or cushion bonds is that, having a redemp- 
tion price, the bonds do not sell as high as they would if they 
were non-callable. Therefore, if money rates increase, cushion 
bonds should not go down as fast as non-callable or low 
coupon issues of the same quality. 

With a very strong portfolio of short governments and 
short high grade corporates sufficient to protect the deposi- 
tors’ money, one can do something else with the surplus. 
About 15 per cent of the funds are invested in convertible 
bonds, a most delicate program, but one which stood the 
pragmatic test. It worked, despite an unfavorable stock 
market. But each issue was carefully selected, bought below 
call price, and carefully watched. 

No newspaper prints red lights beside the convertible is- 
sues that are dangerous. Every investor must make his own 
decisions. Success consists in avoiding convertibles which are 
speculative as investments. But that isn’t all. Every con- 
vertible has a price above which the risks become too risky. 
As a general rule a convertible bond is too high priced for an 
investor if the stock is higher than the conversion price, or 
within two to five points. 

On the other hand, you don’t get any fun if you buy a 
convertible bond where the stock sells far below the con- 
version price with little chance that it ever will go high 
enough to produce a tizzie. 

Here, then, is the secret of one bank’s success so far this 
year: 

50 PER CENT SHORT GOVERNMENTS FOR SAFETY AND STA- 
BILITY 

35 PER CENT CALLABLES FOR YIELD AND STABILITY 

15 PER CENT CONVERTIBLES FOR YIELD AND PORTFOLIO 
PRICE PROTECTION 


3 Called for payment October 13, 1937. 
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The Countess du Croquinole 


si HEIR name is legion” may be spoken of the credulous 
as well as of devils; and it is not altogether surprising 
that among the legion of the credulous the so-called 

cautious and wary trust officer is found occasionally. 

One day the president of our bank called me over the phone 
and said, “If you want to hear a fairy story, come up to my 
desk.” 

At the president’s desk I was presented with a document 
that purported to be a copy of a will which gave two-thirds 
of an estate to Robert Edwards, and Robert. Edwards’ 
friend was there with the will to enlist our aid in developing 
the facts and the fortune. Should Robert Edwards actually 
receive the bequest, it was to be put in trust with us, and our 
trust assets were to be increased by the sum of two million 
dollars. 

The document recited that it was the last will and testa- 
ment of the Countess Alixe du Croquinole (the name actu- 
ally used sounded much more authentic), and at the end it 
carried the statement that this was a true and correct copy 
of the will of the Countess du Croquinole as it appeared in 
the records of the Courts of France, and this was signed by 
Andre du Bois, 125 rue de la Paix, Paris, France. 

The story, as told by the friend of Robert Edwards, was 
that a very attractive young widow, in company with her 
aunt, was spending the Winter in one of our Florida cities 
with every evidence of affluence. She was not gay, however, 
and among the people she met she seemed to fancy our friend 
Robert Edwards, who was certainly most circumspect and 
quiet in his general life, and in his association with the young 
widow. The aunt took quite a fancy, too, to Mr. Edwards, 
and the three spent the season most happily. 


A SITUATION WORTHY OF DUMAS 


IT developed in the course of the acquaintance that the 
young widow, scarcely over twenty, had been the girl bride of 
an old member of the French aristocracy, the Count du 
Croquinole, and it was by this marriage she had acquired her 
title and her fortune. The Count had been very active in a 
foreign brokerage business, with offices in the leading cities of 
the world. 

His chateau in France was filled with a gorgeous collection 
of objects of art and oriental rugs, the results of his careful 
taste in such matters, developed during his years of travel 
in the conduct of his business. 

The Countess became so deeply interested in our friend 
that they became engaged, and, as soon as the Countess 
could get her business affairs into good shape, they were to be 
married. In order to make her final plans and arrangements 
she had to spend the Summer in France, but she would re- 
turn in the Fall. Then the two would be married. 

In the meanwhile, would Mr. Edwards care to have the 
family yacht, which was then in American waters, sent to 
Florida for his use during the Summer? It might prove a 
diversion during the long period of waiting. But a yacht 
without its charming mistress would be nothing, so it was 
decided not to send it down. 

And so the newly affianced Countess and her aunt took 
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their departure, certainly not saying goodbye. It was ay 
revoir only until the Fall. 

One strange evidence of lack of appreciation of the value 
of securities on the part of the Countess Mr. Edwards 
sought to correct. She was carrying in her baggage and 
keeping in her room a very insecure tin box in which she had 
some $100,000 par value of bonds of the Canadian Pacific 
Railway Company, and an equal amount of American 
Telephone & Telegraph stock. Mr. Edwards cautioned the 
Countess against further travel with these securities and 
urged her, when she should be in New York, to put them ina 
safe deposit box. So when the Countess was in New York 
she deposited the securities, and, as a sweet and thoughtful 
fiancée would surely think to do, she sent Mr. Edwards one 
of the keys to the box. 

THE COUNTESS IN EUROPE 

WEEKS passed and letters came from parts of Europe 
where the Countess and her aunt traveled as business mat- 
ters and their fancy directed them. Gne of the letters said 
that the Countess had not been well and that at Aix le Bains 
she had decided to write a will making substantial provision 
for her fiancé, should she really be stricken before they could 
be married. Then in mid-September came word that the 
Countess had succumbed to a cold contracted in an airplane 
flight from Istanbul to London. In London the cold had 
grown worse, and she had decided to go to Paris. At the 
Paris airport she was lifted from the plane, desperately ill 
with pneumonia, and in a few days had died there in her 
native France. 

The next development following the death of the Countess 
was a notice received sometime in December from M. Andre 
du Bois requesting Mr. Edwards to meet him in New York 
to discuss the affairs of the Countess’ estate, in which Mr. 
Edwards was so greatly interested, both as having been the 
fiancé of the deceased testatrix and as being the residuary 
beneficiary of two-thirds of so large a fortune. M. du Bois, 
knowing that Mr. Edwards was not too well off, very 
thoughtfully sent the sum of three hundred dollars as expense 
money to cover the costs of the trip to New York. 


M. DU BOIS IN NEW YORK 


M. DU BOIS proved to be most charming, a gentleman 
widely traveled and a most capable lawyer. He spoke English 
fluently, had an easy command of German, and had been an 
appointee to some very important position in the French 
Government. He was graciously sympathetic regarding the 
loss Mr. Edwards had suffered, and assured him that the 
Countess had been one of the most capable women in matters 
of business he had ever known, in spite of her youth. 

Of course, there were delays incident to administration of 
an estate of the size that the Countess had left. There were 
all the offices of the business to be checked up, and the 
business itself to be liquidated. Then there was the French 
inheritance tax to be paid. Perhaps the French Government 
would accept a conveyance of the chateau with its objects of 
art and its rugs and its 165 acres of land that surrounded it, 
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By JOHN H. BOUSHALL 


insettlement of the tax; or may be some of the land and some 
of the rugs at least could be retained and still the tax paid 
with the property. Surely Mr. Edwards would find this 
method of settlement so much better than undertaking to 
pay the entire tax in money from the liquidation of the 
business. 

As to the bonds and stock deposited in the bank in New 
York, M. du Bois had the key to the box the Countess had 
kept, but it was not necessary to take those out now. No, 
when the French phase of the estate was settled, then the 
American phase could be taken up. There was no hurry 
about these securities. They could wait. And since Mr. 
Edwards had one of the keys to the box, the securities would 
be safe. 


A CHECK FOR $10,000 


AFTER M. du Bois returned to Paris matters were quiet 
indeed. No word came until March. One day Mr. Edwards 
received a letter from M. du Bois sending him a check in the 
amount of ten thousand dollars representing only a small 
portion of the income collected on his legacy, but sent ahead 
of the actual settlement of the estate simply in order that 
Mr. Edwards might have this evidence that the administra- 
tion was proceeding. 

The cautious Florida bank to which this check was offered 
took it subject to collection and sent it to New York. When 
the check arrived in Paris it was discovered that it required 
a counter-signature of some court official. The check was 
returned through channels and Mr. Edwards found that the 
funds were not yet available for actual expenditure. He 
made note of the requirements and duly sent the check back 
to M. du Bois. 

There the trail seemed to end. M. du Bois did not have the 
check countersigned and return it. He did not so much as 
acknowledge it. This was in June, and neither M. du Bois nor 
anybody else had said or written a word to Mr. Edwards 
since the check had first come in March. There were no re- 
ports and no letters. 

And so it was that we were appealed to. Did our corre- 
spondents have any way of looking into the matter, and 
would we see what could be done? 

Thad been one of the soldier students at a French Univer- 
sity and had obtained my “certificate of assiduity” in law, 
80 I took the will and studied it, applying my recollections 
of French law, naturally somewhat dimmed. The will offered 
did not comply with anything I had been taught. I did not 
like the expression that the document was a copy of a will on 
record “in the Courts of France.’’ That was not consistent 
with any kind of practice, French or American, since the 
name and location of the court was omitted. That section 
of Martindale which gives excerpts of foreign probate laws 
was searched, and according to the requirements there enu- 
merated this will was far from authentic. 

But two million dollars is two million dollars and it was 
certainly worth a try at least. At length I decided to write 
about the matter to my friend, the dean of the French law 
school I had attended, and it offered me an occasion to re- 
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I have always wondered why this situation 
arose. We were not asked to advance a sou pend- 
ing the workout of the estate. We have never 
heard that any part of the story was capitalized 
on to the extent of a thin dime. Mr. Edwards was 
very nice and seemed quite sincere. It seems 
hardly possible that details as close as we got 
them could have fallen from a fertile imagination 
alone; but if they did, what was the idea back of 
it all? 

It may have been that the details were built up 
for the thrill that came from talking about them. 
If Mr. Edwards lived in the clouds while he imag- 
ined it all, he was not alone. We sailed around in 
the clouds with the two million dollar trust fund 
for a few days, too. The Author 


new this pleasant contact. I decided, too, to write to one of 
the New York banks which had a branch in Paris. We were 
going to get some interesting replies surely. 

When I got back from a vacation which had followed my 
writing the letters of inquiry, I found replies from both of my 
correspondents. My professor of law chided me first on not 
having recalled quite definitely the requirements of a will 
under the French law, and on my failure immediately to 
identify the will as insufficient. He chided me too for not 
having been jerked to my feet, so to speak, by any such 
address as 125 rue de la Paix. Didn’t I know that rue de la 
Paix had but 25 numbers all told? And then in a more 
charitable mood he told me that he had searched the records 
of heraldry and could find no Count du Croquinole nor any 
record of the charming Countess, his widow. And to add the 
last straw, in none of the lists of attorneys licensed to prac- 
tice in France was there the name of M. Andre du Bois, at 
125 rue de la Paix, or elsewhere in all the country. 

The New York bank’s Paris branch came back very terse- 
ly: “Rue de la Paix has only 25 numbers. No records of 
heraldry disclose the name of Count du Croquinole. There is 
no such attorney as M. Andre du Bois named in the list of 
attorneys of the city available to us.” 


MR. EDWARDS I5 MYSTIFIED 


BUT where were we? The purported testatrix was our Mr. 
Edwards’ former fiancée. Surely he had not planned to marry 
a phantom. How about that key to the safe deposit box in 
New York? We called in Mr. Edwards. He said it was all 
very strange and our French correspondents must be mis- 
taken. M. du Bois was so pleasant when he met him. 

As to the key to the safe deposit box, he had it, of course. 
He had placed it in one of the boxes in his apartment, pend- 
ing the settlement of the French side of the estate. He could 
not recall the name of the bank in which the box was located. 
Since he put the key in the box his family had moved and he 
really wasn’t sure which box the key was in. He would look it 
up. He was sure he had it, though really, come to think of it, 
he might have handed it to M. du Bois, who was so capable 
and so trustworthy. He would come in again as soon as he 
located the key, or at least the name of the bank. But he 
never did come back. 

(The names used above are entirely fictitious.) 
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N the November issue of BANKING, the writer presented 
| estimates of the number and outstanding loan balance of 
personal loan departments by states for the close of the 
year 1936. This second article will deal with the historical 
growth of this activity among commercial banks. 

For the general method of obtaining material and for the 
definition of the term “personal loan department’’, the 
reader is referred to the previous article. 

A special problem arose here, however, in attempting to 
develop estimates for personal loan departments which were 
no longer in existence when this study was initiated in 1935. 
Some had been discontinued by liquidation or sale. In other 
instances, the banks which operated them had been merged 
or liquidated. Wherever possible, transfers of personal loan 
balances were traced back to the previous holders and ac- 
counted for in our estimates. An effort was also made to ob- 
tain figures for substantial personal loan departments in 
closed banks by correspondence with receivers, supervising 
authorities and competing institutions. 

Table 1 gives estimates of total year-end loan balances of 
personal loan departments from 1924 to 1936 and indicates 
the quality of the component figures. “Actual figures” are 
those reported by banks. ‘“‘Close estimates” include esti- 
mates by the reporting banks, supervising officials, competi- 
tors or receivers, estimates based upon the total loan balance 
before subtracting hypothecated payments or upon the vol- 
ume of loans made during the year, and interpolations or 
extrapolations for not more than two years from reported 
figures where the direction of the movement was known. 
“Guesses”’ include figures estimated by any other method. 
The bias in these estimates is generally in the direction of 
understatement. 

The number of personal loan departments organized or 
discontinued during each year, and the number operating 
at the close of each year are given in Table 2. These figures 


TABLE 1. ESTIMATED TOTAL LOAN BALANCES OF PERSONAL LOAN 
DEPARTMENTS BY YEARS 


Per cent of estimated total 
represented by —— 

Year Estimated Actual Close 

loan balance figures estimates Guesses 

1924 $1,000,000 10 0 90 
Sere 1,555,000 8 15 77 
5,897,000 17 79 
a 10,105,000 4 71 25 
23,108,000 75 19 6 
46,235,000 74 16 10 
ee 46,353,000 75 12 13 
40,905,000 77 7 16 
See 33,964,000 84 6 10 
43,414,000 84 10 6 
See 75,521,000 80 16 4 
129,258,000 87 10 3 


* Note: This figure differs from the estimate given in the November issue 
of BANKING. The estimate for 1936 has been increased by the inclusion 
of figures for six banks which have reported in the interim. 
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The Growth of Personal Lending 


By ROLF NUGENT 


also err in the direction of understatement. It is probable 
that somewhat larger numbers of departments were organ. 
ized in 1928, 1929 and 1930, and that correspondingly 
larger numbers were liquidated in 1931, 1932 and 1933, 

Because figures have been given back to 1924 only, it 
should not be concluded that the development of personal 
loan departments began in that year. 

The present investment of banks in the personal loan busi- 
ness is not large as compared with other classes of bank 
assets. But it has reached a sum that is comparable with the 
present loan balances of the specialized personal loan agen- 
cies whose development has covered a much longer period. 
The present loan balance of personal loan departments js 
considerably larger than that of credit unions, it approxi- 
mates that of industrial banks, and it is rapidly approaching 
that of licensed small loan companies. 

The most striking characteristic of personal loan activity 
among commercial banks is not its present development, but 
its amazing rate of growth. The total loan balance tripled 
between the beginning of 1935 and the close of 1936. It 
seems likely that it will reach $200,000,000 by the close of 
1937. 

It is not easy to appraise the significance of this growth. 
To some extent, the development of personal loan depart- 
ments has merely caused a shifting of borrowers from com- 
mercial departments where their transactions were unprofit- 
able. But there can be little doubt that large numbers of new 
borrowers have been attracted by the personal loan services 
of banks. Strangely enough, the loan balances of other types 
of personal credit agencies have not been seriously affected. 

This study clearly indicates the need for adequate per- 
sonal loan department statistics in the future. The problems 
of measurement have become so complicated that the col- 
lection of statistics can be undertaken effectively only 
through an official census by call-report agencies. 


TABLE 2. ORGANIZATION AND DISCONTINUANCE OF PERSONAL LOAN 
DEPARTMENTS BY YEARS 


Departments Departments Number 
organized discontinued operating 
Year during the year during the year at close of year 
2 0 8 
5 0 13 
err 13 0 26 
52 i 95 
re 112 0 207 
Eee 53 8 252 
36 38 250 
10 28 232 
29 25 236 
84 9 311 
182 10 483 
214 18 679 
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The Investment Counsellor 


By EDWARD H. COLLINS 


N his brief, and necessarily sketchy, survey of sources of 
| investment information, the present writer has divided 
the field into three parts. The first article (in September 
BANKING) was confined to a discussion of “factual” mate- 
rial, including such sources as books, periodicals and invest- 
ment manuals. The second (in October) dealt with material 
falling between the purely factual, at the one extreme, and 
the purely supervisory, or management, at the other, em- 
phasizing what might be generically classed as the “advisory ” 
services. 

The present, and final article, will deal with that compara- 
tively new, but decidedly interesting and important, devel- 
opment in the field of investment information which is 
known as investment counsel or investment management. 

The whole argument for investment supervision, as con- 
trasted with investment advice may be summed up in the 
homely adage that ‘‘ What is one man’s meat is another man’s 
poison.” What might be good investment advice, in other 
words, for a wealthy business man, might be extremely bad 
advice for a widow whose investment fund is barely large 
enough to assure her an income for the rest of her life. 

Needless to say, investment supervision is costlier than 
investment advice. It is costlier, and presupposes a sizable 
investment fund. The minimum fee in the case of the best 
known concern is usually $1,000—that is, 1 per cent on the 
first $100,000 of principal. On additional amounts the rate 
descends, usually reaching around half of 1 per cent per 
$100,000 in cases where the fund reaches a figure as large as 
$500,000. 

Under the circumstances, it will be seen that investment 
counsel has been available for the most part only to persons 
with sizable funds to invest. However, at least one of the more 
important of the firms maintains a minimum rate as low as 
$500, while another has broken the ice by going after the 
accounts of the “little fellow.” This firm puts its services 
at the disposal of the client with as little as $10,000 to be 
managed. It need scarcely be pointed out that the pro rata 
charges on the small acccounts are necessarily higher than 
those on larger accounts. 

Daniel Drew once pointed out that “stock market specula- 
tion is not an exact science,” adding: “There is very little 
to be learned except what not to do; what not to do, though 
it is protective, is rarely profitable.” 


BUT IT IS PROFITABLE 


ESTABLISHED investment counsel firms would find sound 
ground on which to disagree with Mr. Drew if he meant 
speculation in its broadest sense. They would reply that 
“knowing what not to do” is extremely important—perhaps 
as important as knowing what to do. Indeed, they would say 
that their chief contribution to investment practice was in 
preventing clients from making mistakes—preventing a 
business man, let us say, from rushing into a bear market in 
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its initial stages in his overanxiety to make profits; prevent- 
ing a widow from putting too large a proportion of her funds 
into common stocks; and above all, impressing upon clients 
that there are many times when inaction, rather than action, 
is the safe course. 

Generally speaking, investment counsel first analyze, 
through their research staff, general conditions, conditions 
in the various industries, and the economic health of the na- 
tion. In some cases they specialize on statistical analysis 
almost entirely in an effort to anticipate the future; but more 
recently the tendency has been to base advice on broad con- 
siderations that are not accurately determinable, but which 
happen to be of great importance. These would include 
social and political factors, as well as economic. Sometimes 
the analysis is a combination of the two approaches. Pro- 
vided with this information, the head of the firm or one of his 
account supervisors decides what sort of portfolio best suits 
the particular needs of his clients. This has been outlined for 
him by the client, just as a patient furnishes a doctor with 
information to expedite the diagnosis. 


THE CLIENT RELATIONSHIP 


INVESTMENT counsel methods are, generally speaking, of 
one of two types. There is that which works by direct control, 
and that which operates by indirect, or “remote,” control. 

In the case of the former the set-up is comparatively sim- 
ple. There is a research staff, which is responsible for pre- 
paring data on the economic, business and political situation 
as it shapes up currently and, as they see it, in the future. 
The material of the research staff is passed upon by the 
head or members of the firm, who deal directly with each 
client. 

In the case of the firms employing the indirect control 
method, the original source of information is again the re- 
search staff. But in this case the information, before it be- 
comes client advice, passes through a more elaborate re- 
fining process. First, it is passed upon by a stock committee 
and a bond committee. Next it comes before the general 
policy committee, composed of senior firm members. It is 
then checked by a chief supervisor, and finally is passed along, 
with such modifications as may have been introduced at 
these various stages, to the “account supervisors” or con- 
sultants. 

As was noted above, investment counsel, despite the fact 
that they supervise the investment of clients’ funds, are not 
to be confused with the professional traders who handled 
“discretionary accounts” in the boom days. The main ob- 
jective of such traders was profits; profits are a secondary 
objective in the case of investment counsel. The first aim of 
investment counsel is the preservation of capital; the second 
is income. To quote from a member of one of the older firms, 
“Your job is to take care of principal. Income, in that case, 
will take care of itself.” 
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VERAGES obtained from the combined figures of a 
A number of banks can be very useful for statistical 
purposes and for indicating trends. They will show 
the direction of banking as a whole and the trends of indi- 
vidual units as compared with that whole. Sometimes they 
will even draw executive attention to items which appear to 
be out of line. But they do not provide a satisfactory yard- 
stick for individual institutions. Conditions vary too greatly 
between banks—much more so than between manufacturers 
of similar articles. In banks there is the varying human ele- 
ment of depositor requirements, which governs banking 
“production” and which is not similarly present in the 
production of a material commodity. Therefore, what might 
be good policy for one bank might be bad policy for another. 
In order to illustrate the value and limitations of such 
averages the accompanying tables have been prepared. 
The figures have been taken from six member and six non- 
member banks of the Federal Reserve System. These banks, 
though varying in size and locality, would all be rated 
individually as “A-1”. Therefore if any averages are 
valuable as a yardstick these averages should be. 

It is first necessary to make a few explanations regarding 
the tables themselves. Each of the general classifications is 
considered as a separate department and its component 
parts total 100 per cent in all cases. The account titled 
“Valuation reserves” under the classification of RESERVES 
contains only those reserves which are specifically set up 
to provide for possible losses from the earning assets. How- 
ever, where a bank’s policy has been to credit bond profits 
to a reserve for bond losses such amounts are included 
in these valuation reserves. In all cases though, the com- 
putations of both the income and the expenses exclude all 
bond profits, losses and recoveries of any kind. 


GOOD JUDGMENT THE FINAL CRITERION 


IN the first, ‘‘Cash in vaults”, the total average is 18.37 
per cent of the total cash. Looking at the figures shows that 
this average is made up of wide differences, varying from a 
low of 7.08 per cent to a high of 33.64 per cent. While it 
would seem that over one-third of Bank “I’s” total cash in 
its own vaults was too much, nevertheless it was necessary 
for this particular bank to have a large amount of cash on 
hand in order to meet large weekly payrolls of factories. 

On the other hand many banks would consider it impossi- 
ble to operate with only 7.08 per cent of the cash in the 
vaults, and it probably would be in many cases. Yet the 
fact remains that this bank has operated, and operated 
successfully, for a long time with very little cash on hand. 
As a guide, therefore, to how much of its cash any individual 
bank should carry in its vaults this average figure is of 
no value. Customer requirements alone are the deciding 
factor in preparing such a yardstick. 

The average of EARNING ASSETS is also made up of wide 
differences in each of the various items. Government securi- 
ties vary from 1.48 per cent to 35.57 per cent, state, county 
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Management Experience Chart 


By E. S. WOOLLEY 


and municipal bonds from .02 per cent to 20.72 per cent. 
and so on with each of the items. To know that an average 
of 21.3 per cent of the earning assets of such banks is invested 
in Government securities and that 6.29 per cent is in state, 
county and municipal bonds is valuable statistical informa- 
tion but it could not be said to be a standard which should 
be adopted by all individual units of the country. 

The investment policies of a bank should be governed 
by the kind and class of deposits. A composite of the invest- 
ments of all banks, even in its own territory, might be, and 
probably would be, very far from meeting those require- 
ments. Any composite picture would be bound to include 
banks with widely varying problems. The deposit construc- 
tion of two banks in the same block of the same town is 
very often entirely different. 


AVERAGES ARE INDICATORS ONLY 


IN the percentages of operating income, service charges in 
the commercial department average 5.03 per cent of the 
total income. Would Bank “A” then, where this ratio is only 
1.9 per cent, be justified in concluding that its charges were 
too low? Or would Bank “D”, where the ratio is 9.69 per 
cent, be justified in believing that its charges were too high? 
Hardly. There might be many contributing causes which 
would never be revealed in any average statistical figures. 
Even if the same methods of analysis were used by both 
banks, the ratio of profitable accounts to total accounts 
and the average activity per account dollar would un- 
doubtedly vary. These would be much more of a deciding 
factor than the ratio to total income. 

It is for these reasons that any attempt by banks to use 
averages composed of their competitors’ figures for a yard 
stick of their own operations may prove useless. Such aver- 
ages leave too many unanswered questions, and it is prac- 
tically impossible to obtain all related facts for any published 
list of statistics. , 

This is somewhat true even when comparing similar 
banks. Take the operating expenses of Banks “C” and “D”, 
for example. They run fairly close together. Bank “D” 
would expect its salaries to be a greater percentage of its 
operating expenses than in Bank “C” because its demand 
deposits are 53.75 per cent of its total deposits, whereas in 
Bank “C” this ratio is only 23.18 per cent, but an investi- 
gation as to why the interest paid percentage equals Bank 
“C’s” would be in order. Bank “‘C” could question why 
its stationery and supply expense and repairs and equip- 
ment are running higher than in Bank “ D”,, when ordinarily 
they would be expected to be lower. 

All these points must be borne in mind when using aver- 
age figures for comparison. Thus used they can prove very 
enlightening, but the blanket acceptance of them as yard- 
sticks would undoubtedly do more harm than good in the 
vast majority of cases. The only real yardstick is for each 
bank to understand thoroughly its conditions and depositor 
requirements and build its budgets accordingly. 
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TOTAL 
sy RESERVES A B C D E F AVERAGE G H I J K L AVERAGE AVERAGE 
“Cash in vaults. ..---++se+e 10.18% 7.08% 14.08% 28.06% 23.19% 12.66% 15.88% 22.28% 14.88% 33.64% 27 50% 8.96% 17.89% 20.86% 18.37% 
fed, Res. Bank, collected... . 58.99 26.14 49.71 41.66 29.41 28.98 : * 19.58 
fed. Res. Bank, uncollected 6.75 5.77 7.66 662 4.18 7.00 646 ....;. 3.23 
‘Correspondent banks. 22.17 60.57 27.02 20.81 41.06 45.06 36.11 77.04 83.41 57.01 70.59 88.64 80.70 76.23 56.17 
xch. for clearinghouse . 1.15 39 1.53 2.61 2.12 5.50 2.22 .68 1.59 8.41 1.91 2.35 1.41 2.72 2.47 
Cash items . 76 05 24 18 12 «sees .19 

* Float included. 

TOTAL 
aanING ASSETS A B C D E Fs AVERAGE G H I J K Ls AVERAGE AVERAGE 
mmercial paper, .29% 49% 2.74% 1.06% 9.86% 6.97% 1.71% 3.09% 1.93% 
1 §, Government securities... 22.51% 17.32% 9.06 27.45 24.35 27.27 21.33 1.48% 30.88 29.01 25.40 5.32% 35.57% 21.28 21.30 
State, county & mun. bonds... 2.72 11.15 4.40 5.48 71 .02 4.08 11.79 1.80 8.88 92 20.72 6.80 8.49 6.29 
Railroad Ot See 10.66 8.48 9.16 4.70 7.80 10.79 8.60 17.81 6.99 16.36 15.87 11.41 15.61 14.01 11.30 
Public utility a eee 5.46 12.64 8.43 14.75 10.91 4.06 9.37 8.12 7.48 19.91 7.52 9.48 5.18 9.62 9.50 
Orher bonds and stocks. ...... 7.18 24.30 8.87 5.59 10.54 3.96 10.07 14.30 8.50 .99 13.86 7.97 10.36 9.33 9.70 
Loans and discounts, secured.. 22.39 9.50 14.62 7.74 17.55 27.28 16.51 9.26 10.77 6.47 9.76 13.65 10.98 10.15 13.33 
Loans and discounts, unsecured 14.88 4.18 22.49 12.73 11.35 8.27 12.32 8.66 3.43 4.94 6.74 2.34 8.95 5.84 9.08 
Personal instalment loans 1.75 1.02 4.33 1.95 .09 2.89 2.51 7.22 2.11 2.03 
Real estate mortgages <-> Sn 12.43 18.08 21.07 13.03 12.96 15.01 28.49 17.40 3.96 11.00 29.11 6.55 16.08 15.54 
+f. H. A. Title II included. 
TOTAL 

ED AND SUNDRY ASSETS A B Cc D E F AVERAGE G H I J kK L AVERAGE AVERAGE 
Orher real estate 39.59% 20.91% ..... 11.92% 24.03% 66.77% 38.49% 88.23% ..... 39.34% 31.68% 
Building and fixtures 58.72 71.84 95.92% 18.97 41.71% 81.30 61.41 26.92 14.90 waned 58.93% 32.67 95.79% 38.20 49 81 
\ccruals and sundry assets 1.69 7.25 4.08 9.26 58.29 6.78 14.56 6.31 46.61 11.77 41.07 24.79 4.21 22.46 18.51 


TOTAL 


fPOSITS A B Cc D E F AVERAGE G H I J K iL AVERAGE AVERAGE 
Public funds, demand. . . .. 9.99% 11.29% 2.72% 10.17% 5.62% .77% 6.76% 12.47% 7.50% 10.54% 4.40% 7.46% 13.26% 9.27% 8.01% 
Individuals & corporations.... 47.87 31.51 20.28 37.32 46.28 57.46 40.12 31.97 54.58 36.79 42.82 32.06 32.69 38.49 39.31 
Checks and demand certificates .29 .18 1.29 .56 48 .26 .74 .58 .63 .61 .50 49 
Savings passbooks. . . . . 20.93 56.45 72.41 44.25 33.64 32.56 43.37 47.25 30.33 43.51 50.12 55.84 52.67 46.62 45.00 
Time certificates. . i 3.11 .02 2.42 1.26 1.71 2.17 1.78 5.93 1.42 8.52 71 81 .O1 2.90 2.34 
Postal and public savings. . . 40 1.18 AS 59 
Christmas, School, etc... .... 31 1.30 1.06 .57 2.12 1.32 2.04 1.04 1.25 91 


RESERVES A B Cc D E Fs aveRAGE G H I J K L AVERAGE AVERAGE 

Expense accruals & reserves. . . 34.48% 100.00% 96.05% 22.78% 19.48% 100.00% 62.13% 100.00% 13.66% 19.89% 21.01% 5.92% 58.33% 36.47% 49.30% 
Valuation reserves. ........-- G5.S2 3.95 77.22 74.03 ..... 36.79 74.31 3.02 78.99 94.08 25.00 45.90 41.34 


TOTAL 

CAPITAL A B Cc D E F AVERAGE G H I J K L AVERAGE AVERAGE 
Capital stock, preferred...... 5.83% 32.64% 37.53% ....- 44.02% .....- 19.03% 12.43% 
Capital stock, common....... 39.83% 37.60% 76.86% 50.68% 38.89 66.85% 51.79 18.73 37.53 43.63% 38.29 72.34% 71.41% 46.99 49.39 


Sat tataeenes 39.83 28.22 13.83 39.54 23.34 25.07 28.30 32.77 21.31 41.18 7.65 22.24 22.02 24.53 26.41 
Mis cscecccues 20.34 34.18 9.31 9.78 2.79 8.08 14.08 15.86 3.63 15.19 10.04 5.42 6.57 9.45 11.77 


Surplus. . . . 
Undivided profi 


TOTAL 
ERATING INCOME A B ¢ D E F AVERAGE G H I J K L AVERAGE AVERAGE 
rs 86.50% 87.38% 87.99% 82.22% 76.51% 88.21% 84.80% 96.36% 81.01% 84.56% 87.92% 93.91% 87.55% 88.55% 86.67% 
Measured serv. & anals. chgs... 1.90 2.08 8.07 9.69 8.41 4.91 5.84 2.45 6.11 6.57 5.01 2.19 3.07 4.23 5.03 
N.S. F. & other penalty chgs.. .13 47 .87 1.07 .38 .16 51 1.20 46 
Exchange & cashing checks... .09 55 .99 1.07 .12 .24 35 .39 
Fees, cashier’s checks & drafts  .27 24 .04 .56 .16 .07 14 
Safe deposit rentals.......... 1.70 2.16 2.08 1.85 1.93 1.15 1.82 .99 2.95 1.97 1.85 1.28 43 1.37 1.59 
Trust department income. .... 6.43 .22 3.15 2.41 4.60 4.43 47 1.82 2.18 
Building rents & miscl........ : . ‘ 3.96 8.51 .09 3.29 .20 .68 .36 2.79 1.73 4.52 1.92 2.61 


PERATING EXPENSES A B Cc D E F AVERAGE G H I J K L AVERAGE AVERAGE 
Salaries & director’s fees...... 38.41% 34.58% 31.49% 39.04% 39.70% 34.13% 36.23% 35.83% 38 77% 37.07% 28.61% 36.16% 28.47% 34.15% 35.19% 
Stationery and supplies. ...... 2.47 3.02 3.70 2.86 3.56 3.83 3.24 5.52 2.24 2.12 2.58 2.81 1.93 2.87 3.05 
Repairs, equipment.........- .50 1.41 2.74 .39 1.06 47 1.10 13 .70 1.12 12 1.39 .03 58 84 
.82 .12 1.76 AT 1.78 92 1.06 Al 1.06 .60 47 
.. Sere leteinak eon 1.03 1.19 1.01 1.22 1.50 1.23 1.20 .76 1.79 .94 1.43 2.52 1.06 1.42 1.31 
Telephone and telegraph. .... .97 .63 .79 .95 .76 1.11 .80 1.09 .83 1.36 1.05 1.04 .90 
Depr. & repairs, bldg & fixt.. .. 4.10 2.16 3.91 2.40 1.01 4.25 90 5.17 1.97 2.20 
Building expense or rent...... 6.55 2.21 3.90 4.66 8.45 6.36 5.35 3.31 4.17 3.02 5.64 8.01 1.82 4.33 4.84 
Light, heat & water....... < sae 1.78 2.24 .39 87 .74 1.38 1.62 .76 ae .50 2.60 1.37 1.20 1.29 
Dues and subscriptions. . . . 2.54 42 1.21 31 45 1.54 1.08 .02 ia aneas .09 .93 1.01 34 71 
Insurance and bonds. . . 2.38 9.93 2.49 2.05 2.18 4.64 3.94 2.45 3.15 1.93 6.51 6.59 4.62 4.21 4.08 
Advertising and entertainment 24 1.38 67 .50 2.14 2.85 1.30 36 1.23 2.73 1.23 46 10 1.02 1.16 
Unclassified . beasatess Gee 2.97 2.78 48 37 3.49 2.03 2.42 2.37 4.50 3.27 3.89 3.51 3.33 2.68 
Taxes a Ladhettel 2.31 6.87 6.21 10.41 3.67 9.70 6.53 13.94 7.80 1.92 8.72 6.46 12.78 8.60 7.56 
Interest paid. . pee ; 35.05 33.15 34.55 34.46 28.86 26.43 52.08 32.48 35.75 40.87 36.11 24.52 36.23 34.33 33.21 


ePOSIT TURNOVER A B D E Fs aVERAGE G H I J K Ls AVERAGE AVERAGE 
Demand, times per year _.. 19.74% 23.38% 14.18% 14.88% 21.14% 24.59% 19.65% 25.43% 15.86% 19.02% 8.48% 27.11% 18.22% 19.02% 19.33% 
Time, number of months. . . . . 48.70 22.84 36.51 40.93 26.84 19.47 32.55 19.05 45.16 30.85 36.38 34.85 54.09 36.73 34.64 
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England’s Cheap 


Money Problems 


By F. BRADSHAW MAKIN 


istence for the past few years in Britain has brought a 

number of special problems before the banker, not least 
in importance being that of the reaction of cheap money on 
banking costs and profits. 

The average customer feels that he is receiving a “raw 
deal” when he finds that the interest charged on his over- 
drawn account is still in the region of 5 per cent, in spite of 
a bank rate at the low level of 2 per cent. This feeling is 
aggravated when he discovers that the interest allowed on 
hisaccount, when a credit balance is established, is no more 
than %4 to % per cent, and there exists a belief that the 
banker plays a game of “heads I win, tails you lose.” 

To obtain a true perspective of the banker’s position, all 
that is necessary is to express the total declared profits as a 
percentage of advances, when it will be found that the net 
profit is actually less than 134 per cent of advances. 


Tine period of cheap money rates which has been in ex- 
i 


WHAT ACTUALLY HAPPENS 


AN examination of the facts will soon prove that the 
banker does not obtain the whole of his deposits at the rate 
of 4-% per cent, for on many large deposits he has to grant 
considerably higher rates. The idea that the whole of the 
deposits is lent out at an average rate of 5 per cent is not 
only incorrect but exhibits a lamentable ignorance of British 
banking practice. 

The general tendency of British banks has been that of 
limiting their advances to approximately 55 per cent of their 
deposit liabilities. At the present time, however, owing to 
the growth of deposits and the shrinkage in advances, the 
ratio is in the region of 40 per cent. A proportion of some 
10-11 per cent of deposits must be retained in the form of till 
morey and cash at the Bank of England, and on this propor- 
tion no interest whatsoever is earned. 

A sum representing about 7-10 per cent of deposits is em- 
ployed by the banks in the form of loans to the money 
market on short terms. The period of low money rates has 
appreciably reduced the rate of return on market loans, the 
return being less than 1 per cent. 

Approximately 10 per cent of the available resources are 
used in the discounting of trade and Treasury bills, and on 
this business the return has been unduly low. 

The weekly Treasury bill allotments are made at a figure 
little in excess of 14 per cent, and though trade bills show a 
better return, the scarcity of bills coupled with the keen 
competition prevailing prevents remunerative rates being 
obtained. Each joint stock bank holds a considerable pro- 
portion of its resources in readily marketable investments of 
a high standing on which the interest earned is compara- 
tively low. 

The only charge made by a banker in addition to an in- 
terest charge is that of cammission, which, generally speak- 
ing, is 14 per cent on turnover on all accounts whether over- 
drawn or in credit. Numerous accounts are, however, worked 
for much less. Since the advent of cheap money there has 
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been a somewhat abortive attempt to increase commission 
charges, and a charge of about 12 cents per check drawn has 
been mooted. This has not found general favor, and though 
some banks are undoubtedly basing their charges on the num- 
ber of checks drawn, the ruling rate remains % per cent. 

All British banks have a number of auxiliary services 
which they render free of charge or for a purely nominal 
sum. These services consist in the main of the payment of 
standing orders for subscriptions, insurances, rents and hire 
purchase transactions, the custody of valuables, purchase 
and sale of securities, and similar services. 

The provision of these auxiliary services at little or no cost 
to the customer adds to the banker’s overhead cost, and it 
has been suggested that banks’ costs would be appreciably 
reduced if these additional services were subject to an extra 
charge. In actual practice, however, the discontinuance of 
these free services would show such a small reduction in 
total cost that no real gain could be passed on to the cus- 
tomer in the shape of reduced interest charges. 

Bank profits fell considerably during the period 1930-32, 
and though they have since recovered they are still some 17 
per cent below the 1929 figures. In view of the accepted fact 
that operating costs cannot be reduced to any marked ex- 
tent, it appears fairly obvious that bank profits cannot be 
expanded to their pre-cheap-money levels unless there is an 
increase in the ratio of profits to available resources, or an 
inflationary increase in bank resources. As the latter is con- 
trary to the avowed intentions of the responsible authorities, 
it is necessary to consider to what extent the profit-to- 
resources ratio can be elevated. 


THE CHOICES ARE LIMITED 


ANY improvement in this ratio can only be achieved by 
the obtaining of a higher average interest return, and during 
a cheap money regime a higher average return is only 
possible provided a switch-over from investments to ad- 
vances can be made. Advances are by far the most remunera- 
tive of a banker’s assets, and it is to his advances that a 
banker looks for the major portion of his profit. The present 
level of British bank advances can be extended considerably, 
but only at the expense of investment holdings. 

The existing investment holdings will have to be reduced 
very considerably before the banks can employ their avail- 
able resources in the most profitable channels. 

A realization of investments on a limited scale can be 
effected without causing any undue hardening of interest 
rates, but a heavy realization must tend to bring about higher 
rates all round. 

It must also be borne in mind that further defense loans 
are to be issued by the government. 

The problem facing the British banking authorities is that 
of expanding their advances to enable a higher return to be 
obtained, and to accomplish this without jeopardizing the 
present cheap money policy by wholesale realization of in- 
vestments, and without the need of inflationary measures. 
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USINESS expansion is usually reflected in an increase 
B of commercial bank loans. And if the law of averages 
continues to operate, a certain number of these loans 
will result in write-offs; or banks, acting in the best interests 
of both depositors and borrowers, may have to insist upon a 
change in policies or management of certain borrowers’ 
businesses in order to effect an improvement in the condition 
of their loans. 

Unfortunately, it is impossible to avoid some loss on loans. 
But on the credit side of the ledger is the fact that fewer 
loans would reach the stage where they do give the bank 
trouble if the services of a thoroughly experienced com- 
mercial researcher were employed. 

To begin with, it is no secret that the status of a loan 
does not change over night. In other words, at some point 
between the time a loan is made and called a change in the 
borrower’s financial condition may have occurred which 
makes it impossible for the borrower to meet his obligation. 
Hence, if the bank is authoritatively informed of unfavorable 
trends in a company’s operations, before difficulties develop 
for both the bank and the customer, steps can be taken in 
time to correct the weaknesses revealed. Such, in brief, is the 
service offered by commercial research. 


BALANCE SHEETS AREN’T ENOUGH 


SOME readers may believe that banks now receive such in- 
formation in the form of balance sheets and operating state- 
ments prepared by customers’ auditors, but this is not always 
so. Because the average financial report, while accurately 
reflecting the current condition of a company, does not dis- 
close the underlying trends which forecast marked changes 
in the future earning power of a business. 

In short, commercial research begins where the average 
financial statement ends. Or, rather it should be said that 
commercial research supplements the auditor’s work in that 
research delves in back of the auditor’s report to learn if 
there are any adverse basic conditions which might not be 
reflected in a borrower’s operating statement for some time 
to come. 

The need for commercial research grew with the realization 
that most figures furnished in a typical statement of a 
company’s operations are summaries which group facts and 
therefore do not clearly or immediately reflect the true 
significance of changes which have been or should be made 
in fundamental policies or practices. 

For example: Suppose a manufacturer, after building up 
an enviable reputation and an ample reserve account, de- 
cided to cheapen his product in order to broaden his market 
and increase his profits. A formal operating statement might 
not reveal a trend toward success or failure until the actual 
results of such a move become historic facts. And by that 
time it might be too late to correct the errors that may have 
been made. But if commercial research were employed the 
probable effect of the experiment would be quickly pointed 
out, enabling the bank’s customer either to take full 


32 


Research That Cuts Losses 


By ROBERT ARKELL 


advantage of the opportunity—if it were an opportunity— 
or to avoid a serious loss if it were an unwise move. __ 

Again, excessive distribution costs in certain territories 
might be covered up by excellent sales results in other dis- 
tricts. The source of such a leak would likely be disclosed by 
commercial research some time before the loss made its 
appearance in the company’s annual report in the form of a 
serious decline in profits. 

Commercial research can also be used to tell whether a 
manufacturer’s line of products should be expanded or con- 
tracted to yield the best profit results, and at the same time 
retain his customers’ good will. In so doing it might be 
learned, too, that improved methods and equipment could 
produce a better product at a lower cost, which, in turn, 
might increase the demand and thus boost the net gain. 


INTANGIBLES SHOW UP, TOO 


COMMERCIAL research would bring to light those per- 
sonnel policies which are becoming antiquated and should be 
changed to improve the morale of the organization or lower 
the personnel turnover rate where it is excessive. These 
factors will eventually have an important bearing on the 
manufacturer’s profits even if they are not now visible in the 
company’s operating statement. 

Then there are certain influences which originate outside 
the business itself and which, it is estimated, account for at 
least 50 per cent of the causes of failures. To illustrate: 
Beauty shops, electrical household appliances, radios, auto- 
mobiles, etc., are not only consuming a much larger share of 
the consumer’s dollar today than they did a comparatively 
few years ago, but these changes in spending habits have 
created whole new industries while crippling or destroying 
other industries. And if one will give the future but a mo- 
ment’s thought it may be seen that other major trends are 
now developing. For instance, the National Resource Board 
states that, due to the declining birth rate, 4 per cent of this 
country’s population will be 40 years of age and over in 25 
years; or think of the trailer-—the new home on wheels—the 
popularity of which is said to be increasing among seasonal 
workers. Such trends, if continued, will undoubtedly play an 
important part in the life of most lines of business, for they 
directly affect the three necessities of life—shelter, clothing 
and food. 


AN AID AND A SAFE GUARD 


YET these are only a few random examples of the need for 
and the benefits to be derived from commercial research by 
bankers, manufacturers, wholesalers, retailers, hotel opera- 
tors, public utilities and other lines of business, because the 
fundamentals of success are essentially the same for all 
types of business. 

Not that commercial research is hailed as a cure-all, be- 
cause it is not, but commercial research is an additional 
aid to profit making as well as another safeguard against 
loss. It can be made to pay more than its own way. 
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The Next Federal Reserve Chapter 


Board 
Aims for Cheap 
Money Voiced 


Szymezak Tells Bond Club 
of Credit Control Plans 
Through Federal Unit 


In a carefully prepared address, 
M. S. Szymezak, member of the 
board of governors of the Federal 
Reserve System, yesterday described 
the workings of credit control be- 
fore a luncheon meeting of the 
Municipal Bond Club of New York, 
held at the Bankers Club. Mr. 
Szymezak made no disclosures of 
any kind and no reference was 
made to the latest additions to the 
open market portfolio of the re- 
gional banks. 

The subdued tone of the address 
was struck at the start, when Mr. 
Szymczak referred to the tendency 
tooveremphasize the effect of mone=- 
tary and credit factors on business. 
The more one surveys monetary his- 
tory, he remarked, the clearer: it 
becomes that what can be accom- 
plished by monetary. and credit 
factors in themselves is strictly lim- 
ited. Most of the subsequent address 
was devoted, however, to the numer= 


steps. taken of late. 
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A QUARTER century ago, in his first inaugurat address, President Wilson said: “We shall deal 

with our economic system as it is and as it may be modified, not as it might be if we had a clean 

sheet of paper to write upon; and step by step we shall make it what it should be.” These words 

are inscribed under the bronze portrait of President Wilson in the new Federal Reserve Building 
in Washington, pictures of which appear on the following pages 


Left: The entire business community is listen- 
ing with particular interest at this time to 
opinions of Federal Reserve officials with a 
view toward enlightenment on the future. The 
careful collection and dissemination of busi- 
ness data is one of the Board’s chief functions. 


Below, the Federal Reserve Board as now 
constituted, with, left to right, M. S. Szym- 
ezak, John K. McKee. Ronald Ransom (vice- 
chairman), Marriner S. Eccles (chairman) 
and Chester C. Davis. Note on the wall in the 
background the familiar Federal Reserve 
charts, kept up-to-date, which are a prominent 
feature of the new building’s interior motif 


This large map of the 
Federal Reserve Sys- 
tem, painted by Ezra 
Winter, is on one 
of the walls in the 
Board’s meeting room 
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Left, doorway leading into the suite 
of the Board of Governors 


Right, on the opposite page, the 

private dining room of the Board. 

This picture is exceptional, in that 
no statistics hang on the wall 


Below, a corner of the Board room, with 

the characteristic banking and business 

charts. These interiors typify the vast 

amount of data with which the Board must 
keep itself informed 


NEWSPHOTOS 


BANKING 


1 
i 
A 
} 
f 
# A : 
= 
‘ 
| 
Dece: 


35 


NEWSPHOTOS 


= 
E 
9 
E 
2 
= 
> 


poy 
| 
* 
ca 
i 
»| 
* 
December 1937 


Above, the fireplace in the Board room, which is 
opposite the large reserve map pictured on 
page 33 


Upper left, another scene in the Board of Gov- 
ernors’ meeting room 


Left, a large doorway in the Board room. This 

building, which is considered one of the finest of 

the new structures in Washington, cost approxi- 

mately $3,500,000, which was paid by the Federal 

Reserve System itself rather than by the tax- 
payers of the country 
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NEWSPHOTOS 


When the special session of Congress convened it was generally 
agreed on Capitol Hill that doing something about the business 
situation was a job of first importance. Chairman Doughton (right) 
of the House Ways and Means Committee hardly expected actual 


NEWSPHOTOS 


Francis E. Frothingham of Coffin & Burr, Boston, is the new In- 

Yestment Bankers Association president. He is shown (above, left) 

talking with Frank H. Davis, Riter & Co., New York. The associa- 

ton advocates repeal or substantial modification of the capital gains 
and undistributed profits taxes 
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The Month 


WHAT ARE BUSINESS AND GOVERNMENT 
GOING TO DO ABOUT BUSINESS? 


Left, E. P. Thomas, president of the Foreign Trade 
Council, and A. D. Simpson, president of the National 
Bank of Commerce, Houston, Texas, at the Council’s 
Cleveland meeting. Among the topics on the program 
were foreign trade policy, currency stabilization, Latin 
American markets and foreign trade education 


WIDE WORLD 


NEWSPHOTOS NEWSPHOTOS 


tax relief legislation at the special session, however. Left, Chairman 
Wagner of the Senate Banking and Currency Committee. Center, 
Chairman Marvin Jones of the House Agricultural Committee, 
which will consider some of Mr. Roosevelt’s favorite legislative hopes 


WIDE WORLD 


A subcommittee of the House Ways and Means Committee called in 
Treasury officials for their opinions on tax reform legislation. 
Above are Roswell Magill (left), Assistant General Counsel of the 
Treasury Department and an authority on business taxation, and 
Representative Vinson, chairman of the subcommittee 
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The Bank of Mexico 


The tellers’ windows 


Stencil room operator 


Below, customers transacting business 


HE Banco de Mexico, S. A., pictures 

of which appear on tWo pages, 
is the federal fiscal agent of Mexico, |; 
issues currency and regulates its circula. 
tion, operates as a central reserve bank 
for its associated banks and as a clearing. 
house, has the sole right to buy and sell 
gold, silver and foreign exchange, and 
performs other central bank operations. 
It is, of course, controlled by the federal 
government. 

During the last few months President 
Lazaro Cardenas has given much atten. 
tion to the country’s banking system. In 
September the central bank was exempted 
from all provisions except three minor 
ones of the year-old Mexican banking 
law, but last month reports from Mexico 
City stated that the bank's metallic re- 
serves, continuing their decline, had 
dropped below 50 per cent. Mexican news- 
papers blamed the bank’s plight on the 
government’s heavy works and agrarian 
programs and the attacks on United 
States industry in Mexico. It was thought 
then by some financial authorities that 
the government would have to obtain 
forced loans from foreign banks or oil 
companies or seek United States support 
of the peso through a stabilization fund. 

Last July the government granted a 
concession for an institution to finance 


foreign trade. Steps were taken to set up 
another bank for financing industry, and 
the Laborers’ National Bank was estab- 
lished by decree. The latter institution 
would extend credit to groups of laborers 
organized in cooperative societies. 
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Above is a section of the bookkeeping department of the The safe deposit vault (left) and the bank’s security vault 
bank, which uses American-made machines in the right background 


The collection department 
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Automatic Tellers 


~ peer banks in different parts of the country have installed systems that enable depositors of checks to avoid standing in lin merely 

by enclosing their items in a specially made envelope, which is then dropped into a chute on the bank premises. The items are checked 

and the depositor receives by return mail a statement to that effect. Below (left) a depositor drops an envelope of checks into the chute 
at the First National Bank of Tulsa, and (right) a bank employee removes the envelopes on the floor below 
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MARSKALL & ILSLEY BANK OFFERS A 

CONVENIENT METHOD OF MAKING DEPOSITS 
SAVES TIME 
ELIMINATES WAITING 
DURING RUSH PERIODS 


This new service, available in Milwaukee for the 
first time at the Marshall & Isley Bank, is an 
added con 
ers. “Drop Deposit Service” offers a faster method 
of making your bank deposit . . . eliminates wait- 


ence for checking account custom- 


ing for a teller to receive your Geposit. It is nor 


On this page are some of 
the advertisements that 
have appeared announc- 
ing automatic tellers in 
various banks, and (be- 
low, right) a lobby card 
used by one bank 


Announcing-- 
A NEW SERVICE 
THE AUTOMATIC TELLER 


In order to save time for depositors and to eliminate the 


necéssity for standing in line at peak periods the State- 
Planters has arranged for the installation of Automatic 
Tellers. This modern banking service will be available at the 
Head Office on Monday, September 27th, and at all branches 
shortly thereafter. ¥ Deposits may contain both checks and 
eash (cash not to exceed $1,000.00) and may be dropped into 


the automatic depository chute, exactly as letters are mailed 


ew in banking circles; metropolitan banks in at the Post Office. Deposits handled at the Automatic Teller’s 


other cities offer a similar service. window will be credited on the day made and a receipt to 
How It Works: Drop Deposit Service differs from the 

sual deposit only insofar as it enables you to make your 

deposit without waiting. We provide special “Drop Deposit Service” envelope 
combination deposit slip and acknowledgment of your deposit. 


cover will reach the depositor the following morning. 
%& Special containers, into which the deposits are inserted be- 
fore placing them with the Automatic Teller, are available at 
‘The deposit slip on the inside of the envelope is made out in the usual manner. Your 
checks, properly endorsed, are enclosed in the pocket of the envelope. Your name and 
address are written on the outside in the space provided, and the envelope left at 
the window in the bank, marked “Drop Deposit Service.” Your deposit will be 
eredited to your account the same day and the acknowledgment will be mailed to you. 


no cost to depositors. ye The Automatic Teller is safe, ac- 
curate and fast. It saves time and eliminates tedious waiting 
on heavy business days when lines naturally form at tellers’ 


windows. Full details are available at all offices 


STATE~PLANTERS 


Pioneers in Banking Service Singe 1865 


Drop Deposit Service will be particularly appreciated by chose who do not care to 
wait for a receiving teller during rush periods at the bank . .. when your time as well 
as parking time is limited . . , Ask any bank officer about “Drop Deposit Service” 
and secure a supply of the necessary envelopes. 


MARSHALL & ILSLEY BANK 


Main Office. North Water Street 
MILWAUKEE 


THE OLDEST BANK IN T1IE NORTHWEST @ ROUNDED 1847 
Member Federal Reserve System © Member Federal Deposit Insmance Corporation 


9th and Main 

6th and Broad 
and 

Hopewell, Va. 


25th and Broad Lombardy and Broad 


Member Federal Deposit Insurance Corporation 


DEPOSIT DROP 


Customers wishing to avoid delay in making de- 


In the Vestibule of our 
Common 8t. Entrance 
ONLY A FEW STEPS 
FROM THE CURBS 


BARONNE STREET 


COMMON sTREET” 


OW ve SECOND 


"INSTANTANEOUS TELLER” 


Many of our depositors have made use of the 
“Instantancous Teller™ recently installed at Win- 
dow 2% in the main lobby 

Now. to make it even more convenient for our 
customers, we have pleced an additional deposit 
drop inside the vestibule of the Common Street en- 
trance. just off the sidewalk and only seven or 
‘eight steps from the curb. 

lf you ride to the benk in « car. and do 
not wish to park. it is possible to slight and drop 
your deposit into the “Instantancous Teller” in 
few seconds. You will receive o credit advice in the 


posits at a Teller’s Window may drop their deposits in 


this container. The following rules apply to deposits 


so made: 


A deposit slip fully made cut must accompany each 
deposit, and the whole enclosed in an envelope 


DROP YOUR properly sealed and with the name and address of 


DEPOSITS 
IN THIS SLOT 


DURING REGULAR BANKING HOURS 
RECEIVE RECEIPT BY MAIL 


depositor written on the face of the envelope. Pass 


books should not be enclosed. 


following morning's mail 


Deposits May Contain 
CASH OR CHECKS 
Deposits in either “Instantaneous Teller” may now 
contain cash (up to $1,000) as well as checks. 
Special envelopes are provided for deposits cun- 
taining currency. The safe into which your deposit 
falls has two locks, and is opened by two tellers in 
the presence of each other As further protection 
for itself and its depositors, the bank has ineur- 

ance covering liability for lost deposits. 


Don't Stand in Line~ Bank at the COMMERCE and Suave Time 


THE NATIONAL 
BANK OF COMMERCE 


IN NEW ORLEANS 


HEAD OFFICE BARONNE AND COMMON STREETS 


It is to be understood that all deposits of cash are 
subject to our count and credit will be given for only 
such amounts as are found by us in the envelope, 


regardless of figures shown on the deposit slip. 


Deposits will be promptly acknowleged by us through 
the mail. 


Deposits will be entered for credit at the close of 
business on the day received. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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ENVELOPE FOR “DROP” DEPOSITS. 


Customers wishing to avoid delay in making deposits at a Teller’s Window may drop 
their deposits in a metal container provided for their convenience in our lobby. They are 
asked to observe the following rules governing deposits so made: 


A deposit slip fully made out must accompany each deposit, and the whole enclosed in an 
envelope properly sealed and with the name and address of depositor written on the face of 
the envelope. Pass book should not be enclosed. 


It is to be understood that all deposits of cash are subject to our count and credit will be 
given for only such amounts as are found by us.in the envelope, regardless of figures 
shown on the deposit slip. 


Deposits will be promptly acknowledged by us through the mail. 
Deposits will be entered for credit at the close of business on the day received. 


Above, a postal type envelope used in one bank. The actual size is 
914” by 4\y" 


Left, an envelope that opens at one end. This one is 10” long and 414” wide. 
It can be used indefinitely 


AUTOMATIC DEPOSITORY 
ENVELOPE 


One bank redesigned its Tue First NATIONAL BANK 
deposit slip so that, when : f 


THIS METHOD HAS BEEN INSTALLED FOR YOUR the slip was folded across AND TRUST COMPANY 


CONVENIENCE AND TO SAVE YOU TIME. BELOW IS A the center, the depositor’s Tunean,ORRA eens 
“CHECK LIST" TO MAKE SURE EVERYTHING IS IN ORDER. name would be in position rea a 


to show through the win- 
dow of a mailing envelope. ; 
The returned deposit tick- se 
AND THAT MAY BE SENT OFRECT TO 
et is the customer’s re- anv oF tus somteowe CONSTITUTE fo 
ceipt for checks dropped 


into the automatic teller 


CHECKS ONLY — NO CASH 


. 1S THE DEPOSIT TICKET IN DUPLICATE? 


. IS THE ADDRESS PLAINLY WRITTEN? 


. ARE ALL CHECKS ENDORSED? 


. ARE BOTH DEPOSIT TICKETS AND YOUR ENDORSED 
CHECKS INSERTED? 


CURRENCY__ 


AFTER 5S DAYS RETURN COIN 


Tus NATIONA: CHECKSASFoLLows 
AND TRUST Com! BANK | 


THE DUPLICATE DEPOSIT TICKET WILL BE MAILED BOX 2240 —— en 
TO YOU WHICH SERVES AS YOUR RECEIPT. Tursa Oxnanoren, 


MAKER 
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American Banking Abroad 


STUDY recently completed by Dr. 
Clyde William Phelps, head of the 
department of economics, University of 
Chattanooga, shows that nine American 
banking institutions were operating 203 
offices in 35 foreign countries (as of De- 
cember 31, 1936). Compared with the 
high level attained in 1929-1933, this rep- 
resents a reduction of approximately 10 
per cent in foreign offices—a quite under- 
standable decline in view of recent inter- 
national financial and political conditions. 
At present, and since the World War, 
the outstanding American institution in 
the operation of banking offices abroad is 
the National City Bank of New York. At 
the end of 1936 it was operating 72 bank- 
ing offices in 23 foreign countries. Forty- 


Below, the Chase Bank office in Shanghai as 
it looked recently. Bottom left, a Chase Bank 
branch in Paris 


— 


2 


December 1937 


four of the offices were in Latin America, 
18 in Asia and 10 in Europe. 

Another national bank, the Bank of 
America, with headquarters at San Fran- 
cisco, has a direct foreign branch in Lon- 
don and a head office and 40 branches in 
Italy of the Banca d’America e d'Italia 
(affliated with the Bank of America 
through the Transamerica Corporation, 
which owns 89.65 per cent of its stock). 

Next is the Chase National Bank, with 
three branches in London, three in Pan- 
ama and the Canal Zone and one each in 
Havana and San Juan, while its subsidi- 
ary, The Chase Bank, operates two in 
Paris and three in China. The First Na- 
tional Bank of Boston maintains one large 
branch with 5 sub-branches in Havana 
and another with 5 sub-branches in 
Buenos Aires. 

The trust companies’ foreign branches 
are restricted to Europe. The Guaranty 


Trust Company has 4 branches in Eng- 
land, 2 in France and 2 in Belgium; the 
Bankers’ Trust Company and the Empire 
Trust Company have one branch each in 
London. 

J. P. Morgan & Co., who are private 
bankers operating under Article IV of the 
Banking Law of the State of New York, 
have an affiliated institution in London 
and another in Paris. The American Ex- 
press Company, Inc., with its 52 branches 
in 23 foreign countries, is a specialized 
type of institution authorized by its char- 
ter to engage in the express and freight 
forwarding business, to carry on the oper- 
ations of a travel agency, and to exercise 
all the powers of a foreign banking cor- 
poration. 

Various types of foreign offices have 
been used by American banks in their ex- 
pansion abroad. The foreign offices of 
American banks in the nineteenth century 


= Above, the Kingsway office, London, of the Guaranty Trust Com 


pany. Below, Morgan et Cie. in Paris 
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were mainly those of our great private 
banking houses (which are partnerships) 
and were of the affiliate type. Direct for- 
eign branches seem to have been the gen- 
erally preferred method of other American 
banking institutions (the national banks, 
trust companies and foreign banking cor- 
porations), although in many cases special 
situations encountered have resulted in 
the use of a third type of banking office, 
the foreign subsidiary, which is a banking 
institution organized under the laws of a 
foreign country. 

In 1913, roughly four-fifths of the 32 
American banking offices abroad were of 
the direct foreign branch bank type, the 
remainder being affiliates of American pri- 
vate banking houses. In 1936, 73 per cent 
of the total of 203 American banking of- 
fices abroad were of the branch, sub- 
branch, and agency types, 6 per cent were 
foreign subsidiary banks or branches of 
such subsidiaries directly owned and con- 
trolled by American banking institutions, 


and 21 per cent were foreign affiliates (or ‘ 
branches of these affiliates) of American Above, entrance of the Bankers Trust Above, the Buenos Aires branch of the First Ab 
banks. Company, London National Bank of Boston 
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Above, the National City Bank of New York branch in Bombay, India. Right, an agency of 
the National City Bank of New York in Buenos Aires 
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1O most New Englanders, 
Boston's State House 
whose gilded dome can be 
seen for miles on a sunli: day, 
is a familiar landmark. Few 
know, however, that the gold 
leaf covering its gleaming dome 
is a product of a Rhode Island 
manufacturer. 


Many of America's famous 
buildings are decorated with 
gold leaf made by this con- 
cern. Among them are the 
Chrysler and Waldorf-Astoria 
buildings in New, York; the 
Sterling Memorial Library at 
Yale; Supreme Court Building, 
Washington, D. C.; Canadian 
Parliamentary Buildings at 
Ottawa and countless others. 


Gold leaf has been put 
to many strange uses as for 
example the coating of pills to 
protect them against moisture. 
But the principal uses are for 
decorating the interiors and 
exteriors of buildings; for the 
ornamentation of books, fur- 
niture, picture frames; striping 
and lettering automobile 
trucks, railway cars and for 
gilding glass and wooden signs. 
The trademarks in hats and 


bps pattern, weave and style of gar- 
ments, shoes, millinery and accesso- 
ries at your favorite shops are made 
possible by modern banking. 


Into these go cotton from the South, 
wool from the Northwest, silk from the 
Orient, and leather from the plains 
states. From producers, through all the 
steps of manufacturing and distribu- 
tion, bank 
credit and 
bank service 
noon for the perform a 
Players.” necessary 
part. 


Tune in WLAC 4:30 


RHODE ISLAND GOLD LEAF 
decorates many of America’s 
famous buildings 


depends on modern Banking 


shoes are also stamped in gold 
leaf 


The art of beating gold leaf 
dates back as early as 1706 
B.C. Up to 1892 gold leaf had 
always been supplied in leaf 
form. Then, through the in- 
genuity of a Rhode Islander, 
Walter H. Coe, a method was 
devised whereby it could be 
produced in ribbons which 
opened the way for wider uses. 


Finished gold leaf of stand- 
ard quality is 234% karats fine 
and is about 1-250,000 of an 
inch thick. To the layman, it 
seems almost incredible that 
gold can be beaten down to 
this delicate thinness with 
heavy hammers. 


The manufacture of gold 
leaf is but one of many busi- 
nesses in this State that have 
grown into thriving enterprises 
from small beginnings. It has 
been the privilege of the Rhode 
Island Hospital National Bank 
to help some of them become 
successful. It has developed 
specialized commercial serv- 
ices that are important to 
successful concerns 


The producer of the raw material, 
the manufacturer, the converter, the 
wholesaler and the retailer, obtain 
credit from the banks for the successful 
operation of their business and to pay 
salaries rent and overhead 


The American National Bank as an 
important part of the National Banking 
System serves in the creation and as- 
sembling of your clothing — making 
possible the flow of business—and in 
contributing to the welfare and happi- 
ness of the people of this section. 


“AMERICAN NATIONAL BANK 


NASHVILLE 


Banking and Local Industry 


HE first coal mined in the United States is reputed to 
have been taken from a small basin near Richmond. 
Today, bituminous coal mining is a substantial Virginia 
industry that produces almost ten million tons of fuel a 


year valued at more than seventeen and a half million 
dollars at the mines. 


This 1s one of many Virginia industries that find State- 
Planters thoroughly acquainted with their problems. We 
endeavor to keep in close touch with developments in this 
ficld, and broaden our facilities to meet the changing 
demands of industry. 


BLACK 


DIAMONDS 


FROM 


VIRGINIA 


STATE ~PLANTERS 


Member Federal Depout Insurance Corporsioa 


from Nashville's Printing 


Our training and thinking paper men, ink men, linotype opera 
are influenced by printing. Let the tors, pressmen, bindery employees and 
press be taken away and a shadow a host of other workers. 
would creep over the world, let the But cur presses will not coer activity 

freedom of the pres be caben for thar ond 
the business community has ample 
related resources. Bank service, for 
instance, is both able and willing to 
meet legitimate publishing and print- 
ing needs. 


Let our publishers and printers cease 
activity and there would be a serious 
gap in our business and professional 
ranks. Nashville presses give em- 
ployment to engravers, typographers, And, just as these Banks are alert to 


COMMERCE UNION BANK * BROADWAY 
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COMMERCE UNION OFFICES AT CAMDEN LAWRENCEBURG GALLATIN LEBANON 


MURFREESBORO WOODBURY 


COLUMBIA 


SPARTA 


nowledge and Kyntertainment 
FOR THE WORLD 


Presses 


banking needs. Bebeving in 
cooperation and service, we mvite 
you to discuss your banking with us 


MONEY TO LOAN these 
modern Banks have a wide variety of 
loan plans . . . commercial, business, 
real estate, housing, equipment and 
others. Let an officer tell you how one 
of them might be applied to your needs. 


NATIONAL BANK 


SPRINGFIELD 


MEMBERS FEDERAL DEPOSIT INSURANCE CORPORATION 
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In exchange for the informality of the 
early days of the telephone when the oper- 
ator would tell us the time or where the 
fire was, we have today the speaking rights 
on millions of miles of wires. 

In June, 1877, a private line was operating 
between the wholesale and the retail offices 
of a coal dealer. A Cleveland Leader reporter 
predicted, after hearing speech on the wire, 
that it would not be long before messages 
by telephone could “‘be made out correctly” 
every time the phone was used. 

The first commercial exchange was open- 
ed in the old Board of Trade Building on 
(what is now) West Ninth street in 1879. 
There were 76 subscribers. 

In 1937 the present daily average of calls 
in Cleveland is 900,000, over 100 calls every 
10 seconds. Each day there are about 16,000 
out-of-town calls and 10,000 persons call 
Greenwich 1212 to find out what time it is. 

The telephone is one of the essential 
facilities of a metropolitan city. Like other 
efficient public services, telephone service 
is so good that we tend to take excellence 
for granted. This advertisement is a re- 
minder not to. 


CENTRAL NATIONAL BANK 
of Cleveland 


MEMBER FEDERAL PRPOSIT INSURANCE CORPORATION 


CENTRAL NATIONAL... 
AT YOUR SERVICE 


Central National Bank was estab- 
lished when telephone business in 
the city consisted of 100 calls a day. 

This bank, like the telephone 
system, hax grown to keep pare 
with the increasing necds of an 
ever enlarging city. 

You can call upon it to safeguard 
your funds, handle payments of 
light. gas and tclephone bills, 
send money for you to distant 
places, and in general take care 
of the financial details of your 
family or your business. The Budget 
Lean Department has widened the 
loaning operations of the hank. 
Complete trust departments take 
care of trust matters. There ure 12 
convenient offices of the bank. 


WE INVITE YOUR PATRONAGE 


Public $ 


Companies 


A community's welfare and development is 
dependent, to a large degree. on the progressive 
spirit and type of service provided by its public 
utility companies. 


lowa utilities . . . under able, forward-looking 
management .. . provide adequate and dependable 
service. The distribution xystems of water. gas 
and electricity and such agencies as telephone 
service. <treet cas and co-ordinating bux trans- 
portation lines are today regarded ax indixpens- 
ible to the weneral public. 


Important factors in the business proxperity of 
this territery, lewa public service companies give 
employ ment to thousands of peop.e and dixburxe 
payrolls of millions of dollars annually. They are 
among our largest taxpayers; they spend large 
sums annaally for coal. for other 
materials. equipment and suppliex. 


lowa’s largest Bank is proud to number among 
its customers many public utility companiex. 
Their enterprixe ana civic spirit, dixplayed in 
providing adequate service at all times to keep 
pace with the development of the communities in 
which thes operate, merit recouniticn and 
commendation. 


lowA-Des MOINES 
NATIONAL BANK 
& Trust COMPANY 


ervice 


JOWA'S LARGEST BANK WELCOMES ACCOUNTS — LARGE 
OR SMALL—WITH RESPONSIBLE FIRMS AND INDIVIDUALS 


ONE OF SERIES INDICATING THAT 


MEN AND INDUSTRY WIN SUCCESS IN SYRACUSE 


INTERESTING TO LOOK BACK... More Profitable to Look Ahead 


“Ever new opportunities ahead” - - that attitude largely explains the growth to 
national importance of Syracuse's CAN MANUFACTURING industry. Pioneering in 
the production of tin containers for over 30 years, it has grown until today it is 
one of the most important of a group of over 40 plants located throughout the 
United States — a major company in its field. © In loeking ahead and winning 
success nearly every individual and industry finds a strong banking connection 
important. YOU and YOUR BUSINESS are invited to use the extensive facilities of 
this bank which has been identified with the development of Central New York 
for nearly 70 years. 


“The Bank of Personal Service” 


First Trust & Derosit COMPANY 


Mevuber bederal Corperation 


COOPERATING WITH SYRACUSE MEN AND INDUSTRY THROUGH 67 YEARS 


An Intangible Label 
YOU NEVER SEE 


The food you buy, the clothes you wear, thou- 
sands of shipments passing through our port 
--none of them bears a label like the one 
above. 


But the chances are that they could. 


Many times each day loans by Merchants Na- 
tional are directly responsible for business 
transactions in the city, enable merchants to 
bring their varied wares to you and other 
residents of Mobile, stimulate trade and em- 
ployment. 


No city can exist without bank loans to its 
business. And the volume of sound loans 
made by « bank is one of the best of all 
evideness of the helpfulness of the bank to its 
commeunity. At Merchants National Bank we 


—Ewing Calloway Photo 


recognize an obligation to make sound loans 
--do make them. 


e 

A bank's usefulness to its community can he 
judged largely by its volume of loans. Mer- 
chants National Bank leads all Alabama banks, 
with the exception of one Birmingham insti- 
tution, in the amount of money loaned to 
business and individuals. Of each dollar 
loaned by Mobile banks, virtually half -- 
46.2%, to be exact -- is advanced by Merchants 
National. (This figure is based on the most 
recent published statements.) 


MERCHANTS 
NATIONAL BANK 


LABAMA 


‘Gara 4 
& 
(Sk » 
= fo. 
For Alabama, Port and Progen 
Member Federal Deposit Insurance Corporation 
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YOURE RIGHT 


Banki : 13 Billion Dollars Invested in 
anking anc 
Loeal Industry the Oil Industry 


Production 5.405. 000,000.09 
Continued Gas Plants 230,000 00 
Pipe Lincs 

Refineries 200 000 00 

Marketing 00,000.00 

$,230,000.00 


FROM PRODUCER TO CONSUMER 


New Orleans is a world port because of a variety 


DEMANDS CLEAR-SIGHTED FINANCING 


of co-ordinating factors. 
Chief of these is transportation. OT us S a challenge the NATIONAL BANK OF TULSA 


Transportation has built New Orleans--has made to meet Its officers are men particularly qualified to understand y 
it “The Port of the Mississippi Valley,” and the Second and they are ready to help you with more than ordinary bank 
Port in the United States. It is “The Oil Bank of America” service that gives you plus va 


extra cost. This bank has played a major part in financing the 


If there were no failroads, no steamship lines, no 
means of transportation by which commodities are 
moved from the producer to the consumer, our city 
never could have developed into a major international 
shipping center, which in 1936, handled across its miles 
of modern wharves a volume of exports and imports 
exceeded in value by those of only one other American NATIONAL BANK OF Tu LSA 


port. 


throughout the entire Southwest. Its officers are frank to say the 


of your business they can get. Why dont you talk to them about 


The Hibernia National Bank was privileged to ‘The Out Banh of Gmerica 
participate in the financingof a substantial proportion ene 
of this active and profitable business, and on the basis 
of experience and equipment offers its facilities to all 
those engaged in trade between foreign countries and 
our own. 


THE 
HIBERNIA NATIONAL BANK tes 
IN NEW ORLEANS oy 
“Serving the Port of New Orleans” 
Member FDIC Bon Bons and Boilers 


The tise of products made in Balty- understanding of business problems 
more is long and impressive. The Asa business-mnded bank, with nme 


banking transactions which facilitate tested policies, The Equitable enjoys 
their manufacture and distribution the respect and confidence of Baln- 
are many and vaned—requining well- more business. We invite you to make 


rounded facilities and a thorough The Equitable your banking home 


EQUITABLE TRUST 


Men and Business Find Success 


In Alabama 


Member Federal Deport Corporanen 


All articles and commodities mentioned in this series of adsertuements art 
manufactured or merchandised by customers of the Equitable Trust ( 


... its Contribution to our Pr 


Tran-portation 
Arterial Highways ec. F 
r a vas ig power for var cts grown © 


POWER 


iacturec 

Unlimited Hydroelectric Fach year Alabar coal industry s 000,000 for mine a I D S S 

Inexhaustible Coal supplies. In addition a few of the agric roducts purchased a 
By-Product Gas annually follow 


N. 
a... Butter und Creamery Products $ 285,845.00 


Meats, Cattle 1.000. 
. a 5 The Cleveland Trust Company is not only 
~ deeply-rooted in the various neighborhoods 
Peanut Butter 


Canned Goode in which its 53 banking offices are located, 
ey 75,000. 


° Corn 90,000.00 : ae but it is serving a majority of firms in 
Turkeys and Poultry 250,000.00 é 


LABOR Vegetables 256,000.00 : ws So industries for which Cleveland is famous. 


Abundant Supply of Pro- 200,000.00 
ficient Workers 269,345.00 


For example, of the 130 firms making 

‘ t industrial, commercial, domestic and 
Center of Population lend, 83 are customers of 


of the 13 Southern 
States 


. BIRMINGHAM TRUST 
DISTRIBUTION & SAVINGS COMPANY OHIO'S LARGEST BANK The 


33,771,683 People, or Founded 1887 AND TRUST COMPANY 
27.5% of U. S. Pop Member Federal Deposit Member Federal 


ulation, Live W.thi “ More than 
ulation, Live W shin __ Sy Cleveland 
Continuously Serving Our State and Section for 49 Years . 
Crust Company 
Member Federal Depomt Insurance Corporanon Pp 
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WHEREVER YOUR BANK IS 
‘RECORDAK FILM SERVICE 
IS CLOSE BY AND PROMPT 


Twelve conveniently located offices are 
maintained to give your bank fast 
and complete service on Recordak 
films and equipment. 


ECORDAK, the safest, fastest, most ac- 
curate and most economical system of 
bank accounting. It eliminates expensive, in- 
volved machines, freeing their specialized, 
high-salaried operators for other work ... ends 
duplication of effort... lost motion... un- 
necessary overhead and costly overtime work. 
It provides photographic records of every 
transaction... records that are tamper-proof, 
extraction-proof, alteration-proof ... speedily 
made...easily handled and filed...a safe- 
guard to bank and depositor alike. 


A Recordak installation carries no burden 
of purchasing new equipment. For Recordak 
Systems are rented, not sold...no capital 
outlay required, no depreciation, no special 
operator needed. 


Recordak Photographic Accounting Sys- 
tems are serviced from 12 conveniently located 
offices... one close to your bank. Recordak 
Corporation, Subsidiary of Eastman Kodak 
Co., 350 Madison Ave., New York, N. Y. 


December 1937 


Users of Recordak report savings up to 45% net on 
per-item costs, 50% on supplies, 90% in storage space. 


RECORDAK 


Photographic Accounting 
Systems 


BS 
£3 


On the Calendar 


Research Council 


REATION of a Research Council to coordinate and 
C expand the research activities of the American Bankers 

Association has been announced by Dr. Harold Stonier, 
Executive Manager. Gurden Edwards, for the past 15 years 
public relations director of the Association, is to be director 
of the Council. 

Mr. Edwards has served as secretary of the Economic 
Policy Commission since 1928 and is the author of a number 
of studies on banking subjects published by that group. In 
announcing the appointment Dr. Stonier said Mr. Edwards’ 
long connection with the Association, and particularly his 
service to the Commission in the field of research, made him 
the logical man for the directorship. 

A graduate of the University of California, Mr. Edwards 
in 1909 came to New York where he worked as a reporter 
and special writer. During the War he served with the press 
bureaus of the Liberty Loan organization in Washington 
and New York. a 

In 1919 he became associated with the National Bank of 
Commerce, New York, as manager of its service depart- 
ment, having charge of advertising, publicity and economic 
and statistical publications. His studies published by the 
Economic Policy Commission cover a wide variety of 
subjects. 


Mid-Winter Trust Conference 


THE 19th annual Mid-Winter Trust Conference of the 
American Bankers Association will be held at the Waldorf- 
Astoria Hotel in New York, February 15-17, 1938, says an 
announcement by Robertson Griswold, President of the 
Trust Division, and vice-president of the Maryland Trust 
Company, Baltimore. The annual banquet takes place the 
evening of February 17. 


As a preliminary to the preparation of the program, trust 
men in various sections of the country are being invited to 
submit suggestions for discussion. In this manner it is ex. 
pected that a most effective program will be prepared 
covering the important current problems in the trust field. 


Association Appointments 


ORVAL W. ADAMS, President of the American Bankers 
Association, has named as presidential appointments to the 
Executive Council of the Association for one year the follow- 
ing members: W. F. Augustine, vice-president, National 
Shawmut Bank, Boston, Massachusetts; E. G. Bennett, 
president, First Security Bank of Idaho, Boise, Idaho; F. L, 
Carson, president, First National Bank, Wichita, Kansas; 
H. M. Chamberlain, vice-president, Walker Bank & Trust 
Company, Salt Lake City, Utah; W. S. Elliott, vice-presi- 
dent and cashier, Bank of Canton, Canton, Georgia; Harry 
J. Haas, vice-president, First National Bank, Philadelphia, 
Pennsylvania; Richard S. Hawes, vice-president, First 
National Bank, St. Louis, Missouri; Percy H. Johnston, 
chairman of the board, Chemical Bank & Trust Company, 
New York City; Robert H. Myers, vice-president, Mer- 
chants National Bank, Muncie, Indiana; Charles E. Spencer, 
Jr., vice-president, First National Bank, Boston, Massachu- 
setts; Frank Warner, secretary, Iowa Bankers Association, 
Des Moines, and Charles F. Zimmerman, president, First 
National Bank, Huntingdon, Pennsylvania. 

Mr. Adams has appointed the following as Chairmen of 
Commissions: Agricultural, Ed. H. Winton, vice-president, 
Continental National Bank, Fort Worth, Texas; Bank Man- 
agement, H. H. Griswold, president, First National Bank & 
Trust Company, Elmira, New York; Commerce and Marine, 
Fred I. Kent, director, Bankers Trust Company, New York 

(CONTINUED ON PAGE 52) 


CONVENTIONS 


A.B.A. Meetings—1938 


Regional Conference, Des Moines, Iowa 

Mid-Winter Trust Conference, Waldorf-Astoria Hotel, 
New York City 

Regional Conference, Indianapolis, Indiana 

Regional Conference, Oklahoma City, Oklakoma 


Feb. 10-11 
Feb. 15-17 


Mar. 17-18 
Mar. 24-25 


State Associations—1937 


Trust Meeting of New York State Bankers Association, 
Syracuse, New York 


1938 


Mid-Winter Meeting Connecticut Bankers Association, 
Hartford Club, Hartford 

Oklahoma, Tulsa 

Missouri 

Texas, Fort Worth 

Illinois 

South Dakota, Huron 

Iowa 

District of Columbia, The Homestead, Hot Springs, Va. 


Feb. 10 


May 5-6 
May 9-i1 
May 17-19 
May 23-24 
June 2-3 
June 6-8 
June 9-11 
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June 9-11 
June 16-18 
June 23-25 


Massachusetts, Swampscott 
Virginia, The Homestead, Hot Springs 
West Virginia, White Sulphur Springs 


Other Organizations—1937 


Annual Convention of The Association of Life Insurance 
Presidents, The Waldorf-Astoria Hotel, New York City 
Annual Conventions of National Association of Manufac- 
turers and National Industrial Council, Waldorf-Astoria 
Hotel, New York City 

American Management Association, Division of Finance 
and Accounts, Hotel Pennsylvania, New York City 
American Accounting Association, Atlantic City, New 
Jersey 

American Economic Association, Atlantic City, New 
Jersey 


1938 


Fifth International Heating and Ventilating Exposition, 
Grand Central Palace, New York City 

Fourth Annual Research Conference, Cowles Commission 
for Research in Economics, Colorado Springs, Colorado 
Second North Carolina Bankers Conference, University of 
North Carolina, Chapel Hill 


BANKING 


Dec. 2-3 
Dec. 5-9 
Dec. 27-30 
Dec. 28-30 
26 
Jan. 24-28 
July 5-29 
July 11-15 


Many manufacturers will make decisions on company policies at the end of 
this year, which will make or break their company’s future. 


In setting future policies to meet new business conditions, there are two 
kinds of men... 


Those who are aggressive and unafraid. 
Those who are undecided and hesitant. 


The first type is not waiting to see what his competitor is doing, or what the 
political trend may be. He is working out his own salvation. He is ready 
and anxious to listen to May Ideas. 


/ 


The second type is almost afraid to make a move. The trend of industrial 
events must absolutely convince him before he will make a step in any 
direction. He will not listen to May Ideas ... . and even if he finally did, 
by that time competition would be so far ahead that we could not help him. 


Your company’s future may be profoundly affected by important problems 
now confronting you. If you are willing to listen, call or write our nearest 
office. Let May Engineers . . . . experienced in solving any business problem 
«help you find the way to better business and greater profits. 


FR 
GEORGE S. MAY COMPANY 


CHICAGO SEATTLE ATLANTA NEW YORK 
2600 North Shore Ave. 710 Second Avenue 134 Peachtree St. 122 East 42nd St. 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 


December 1937 
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Gurden Edwards 
(See Research Council, page 50) 


CALENDAR—Continued 


City; Economic Policy, Leonard P. Ayres, vice-president, 
Cleveland Trust Company, Cleveland, Ohio; and Public 
Education, Rudolf S. Hecht, chairman of the board, Hiber- 
nia National Bank, New Orleans, Louisiana. 

Chairmen of Committees are as follows: Administrative, 
Orval W. Adams, executive vice-president, Utah State Na- 
tional Bank, Salt Lake City, Utah; Federal Legislation, 
Robert M. Hanes, president, Wachovia Bank & Trust Com- 
pany, Winston-Salem, North Carolina; Finance, Philip A. 
Benson, president, Dime Savings Bank of Brooklyn, Brook- 
lyn, New York; Foundation Trustees, William C. Potter, 
chairman of the board, Guaranty Trust Company, New 
York City; Insurance, W. B. Gladney, vice-president, 
Bastrop Bank & Trust Company, Bastrop, Louisiana; 
Membership, Fred A. Cuscaden, vice-president, Northern 
Trust Company, Chicago, Illinois, and State Legislation, 
B. A. Lynch, president, Farmers Bank & Trust Company, 
Blytheville, Arkansas. 


New Radio Programs 


ADDING to its extensive public relations services to banks 
throughout the country, the American Bankers Association 
announces the adoption of a series of radio programs to be 
used by banks on their local stations. The Association is 
urging cooperative use of the programs by clearinghouse 
associations, county bankers associations and other groups 
in order that the greatest number of banks may benefit. 

The plan contemplates 15-minute electrically transcribed 
programs consisting of light classical music and human in- 
terest playlets built around various banking services. Each 
episode dramatically presents a financial problem solved 
successfully through the friendly and intelligent counsel of 
banker John Sterling and the services of his bank. The pro- 
grams are strictly educational and make no direct effort to 
sell banking services. 

Time is allowed at the beginning of each, however, for the 
bank’s identification and at the end for a commercial an- 
nouncement which the sponsoring bank may use for a direct 
selling message or in any other way it desires. 

The series, entitled ‘Money Matters”, will consist of 52 
numbers. It will be recommended that banks use the pro- 


52 


Floyd W. Larson 
(See New Institute Offices, below) 


William A. Irwin 
(See New Institute Offices, below) 


Lester Gibson 


(See News 
Director, below) 


grams semi-weekly, though they will have discretion in this 
respect. 

Further information about the transcriptions will be found 
in the advertisement facing page 81. 


News Director 


LESTER GIBSON, for nine years associate editor of the 
American Banker, published in New York, has joined the 
American Bankers Association as director of its News Bureau. 
He succeeds Gurden Edwards. 

Mr. Gibson for several years has been a familiar figure at 
A.B.A. and other banking conventions wherever held, as a 
representative of his paper. While with the American Banker 
he also served as publicity director of the New Jersey Bank- 
ers Association and the New York State Bankers Associa- 
tion, and handled the publicity and press-room activities of 
the Financial Advertisers Association at several of its recent 
annual conventions. 


New Institute Offices 


TWO newly created positions in the American Institute of 
Banking have been filled with the appointment of Professor 
William A. Irwin as Assistant Educational Director and 
Floyd W. Larson as Assistant Secretary. 
Professor Irwin, for 16 years head of the economics de- 
(CONTINUED ON PAGE 54) 
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dressed to EXPERJENCE 


When you mastered the special technique of 
your own business, profession, or trade, you 
had met just the first requirement of business 
success. Sure of your tools, you turned to the 
everlasting—never to be mastered—fascinating 
problem of dealing with people. 

And today we know the experienced man 
agrees with us when we say that from people 
you obtain your business, with people you 
build a business, and upon people depends 
your security. 

Wherever financial responsibility exists — 
wherever positions of trust exist—there is but 


one way to bring certainty into the business 
uncertainty that must exist through dependence 
on the unknown equation—human nature itself. 

National Surety Fidelity and Blanket Bonds 
provide protection against the losses that no 
human judgment has been able to prevent 
otherwise. 

And National Surety representatives — 
themselves picked men— provide economical 
and efficient coverage for business from coast 
to coast, and National Surety burglary and 
forgery insurance complete well-rounded pro- 
tection against loss. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


Copyright Nationa! Surety Corporation, 1937 
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= 
BANK POLICY 


on 


LONG TERM 
BONDS 


One of the most important questions 
confronting investment officers of 


banks today is the policy on long 


term bonds. In considering his in- 
come requirements, the conservative 
banker must also weigh very care- 
fully the possibility of price depre- 
ciation, as otherwise the advantages 
of higher yield may be more than off- 
set by losses in principal. 


Manufacturers Trust Company, 


through its Investment Advisory 


Service, has assisted numerous banks 
throughout the country in the formu- 


lation of investment policies and in 


the solution of investment problems. 
Financial institutions are cordially 
invited to make use of this compre- 


hensive service. 


MANUFACTURERS 
TRUST COMPANY 


Investment Advisory Division 


55 BROAD STREET, NEW YORK 


Member Federal Reserve System 
Member New York Clearing House Association 


Member Federal Deposit Insurance Corporation 


CALENDAR—Continued 


partment of Washburn College, Topeka, Kansas, is assistant 
to Dr. Harold Stonier, Educational Director of the Institute, 
and Mr. Larson, who has been executive secretary of Minne. 
apolis Chapter, A.I.B., assists Richard W. Hill, Nationa] 
Secretary. 

Professor Irwin was born at Jonesboro, Ireland. He re- 
ceived his early education in the public schools of Hamilton, 
Scotland. After three years of war service in France, he en- 
tered Edinburgh University. Migrating to Canada, he con- 
tinued his education there at McGill University and Queens 
University, and was graduated from the latter institution, 
He is also a graduate of the law school of Washburn College. 
In addition to his duties at the college, he served as instruc- 
tor in Institute chapters in St. Louis and St. Joseph, Mis- 
souri. He is a member of the faculty of The Graduate School 
of Banking. 

Mr. Larson is a native of Minneapolis. From 1918 to 1929 
he was associated with the Federal Reserve Bank of that 
city, serving in various departments. In 1929, when he was 
the bank’s assistant transit manager, he resigned to become 
executive secretary of Minneapolis Chapter, A.I.B. He 
holds the Standard Certificate, indicating his completion of 
the four-year course of the A.I.B. (Minneapolis Chapter). 


Round Table Proceedings 


THE Bank Mangement Commission has published the pro- 
ceedings of the Eighth Annual Clearinghouse Round Table 
Conference held under its auspices at the Boston Convention 
of the American Bankers Association. The theme of this 
year’s Conference was “Investment Policies of Banks.” 
Presentation and discussion of the subject developed much 
practical and useful information. Copies of the proceedings 
have been sent to all Association member banks. 


F.A.A. Appointments 


COMMITTEE chairmen for the Financial Advertisers 
Association, to serve during the coming year, have been ap- 
pointed by William H. Neal, president of the association and 
vice- -president of the Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina: 

Convention committee, George O. Everett, first vice- 
president of the F.A.A. and assistant vice-president, First 
Citizens Bank & Trust Company, Utica, New York; mem- 
bership, Stephen H. Fifield, second vice-president, F.A.A., 
and assistant vice-president, Barnett National Bank, Jack- 
sonville, Florida; research, Henry C. Ochs, third vice- 
president, F.A.A., and vice-president, Winters National 
Bank & Trust Company, Dayton, Ohio; extension, Richard 
H. Wells, assistant cashier, State-Planters Bank & Trust 
Company, Richmond, Virginia. 

Publicity, Thomas J. Kiphart, publicity manager, Fifth 
Third Union Trust Company, Cincinnati; advertising, Mer- 
rill Anderson, president, Merril] Anderson Company, New 
York City; finance, Guy W. Cooke, assistant cashier, First 
National Bank of Chicago; association contact commis 
sion, A. R. Gruenwald, director of public relations, Wisconsin 
Bankers Association, Milwaukee. 

Heads of the various F.A.A. divisions, elected at the 
Syracuse convention, are: trust development, Victor Cullin, 
assistant secretary, Mississippi Valley Trust Company, St. 
Louis; commercial development, C. E. Brockway, presi- 
dent, First National Bank, Sharon, Pennsylvania; savings, 
John J. McCann, Jr., advertising manager, National Savings 
Bank, Albany, New York; investment, J. J. Harris, Fenner 
& Beane, New York City. 


BANKING 


| 
| 


Lreat new advances In 


AUTOMATIC ANTHRACITE HEATING 


@ Figures available to banks show the tremendous 
sales gains of automatic Anthracite equipment. In 
this sweeping change in home heating, banks hold- 
ing long-term mortgages see new security, and 
new economies. 

Think of the great rehabilitation economies pos- 
sible with Anthracite heating equipment. For any 
existing adequate Anthracite furnace may be trans- 
formed by installing a simple thermostat. Wherever 
desired, a most modern automatic An- 
thracite burner may be installed, to 


This Seal of Approval ap- 
pears on Anthracite equip- Anthracite equipment in the newest 


SECURITY 


FOR 


Note modernized basement 
with modern Anthracite 
equipment. Basements like 
this make properties more 
attractive. 


Furthermore, prospective home buyers and tenants 
have marked preference for Anthracite as a fuel. It 
is unquestionably cleaner, safer and odorless. The 
source of supply is stable, and can be relied on. 
Moreover, the cost of Anthracite has steadily de- 
clined, while other fuels have gone up. Anthracite’s 
economies often pay for the automatic equipment. 

Banks and financial institutions are invited to 
write for the book‘ ModernAnthracite Equipment.” 
It contains pictures and descriptions of 


provide all-season automatic fuelingand ment only after ithas passed designs. Write to ANTHRACITE IN- 
ash disposal. This most up-to-date rigid standards in TD USTRIES, Inc., Chrysler Building, 


automatic heating equipment is built, 
not only to meet present needs, but also 
future contingencies. 

Remember, too, the permanency of 
Anthracite equipment strengthens the 
security behind the mortgage. Its long 
life is proverbial. Servicing costs are 
reduced to an absolute minimum. 
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Highest Re-Sale Value 


Safeguards Security 
Lulu Belle is what the hired hel 
called her when she went to wor 
in 1929 for Better Farms at Fond 
du Lac, Wis. For five years she 
pulled plows through brush and 
swamp ... helped with haying, 
harvesting and hauling . . . drove 
thresher and feed grinder. Then 
Manager W. H. Mullin traded in 
Lulu Belle on a new Case tractor. 
A little later he saw Lulu Belle 
opened up for inspection. Surprised 
at how little wear she showed... 
how few parts it took to put her into 
tip-top shape .. . he asked the dealer 
what price she would bring. “About 
$800,” said the dealer. “‘Sold!”’ said 
Mr. Mullin. So now, after eight 
years, Lulu Belle still does full duty. 
‘Re-sale after several years’ use for 
two-thirds the original price is typi- 
cal with Case tractors. Few are 
offered, and buyers usually snap 
them up quickly. Such sustained 
worth means security of service for 
continued use, security of liquidation 
value in contingencies. Both as tan- 
gible assets and as evidence of wise 


management by their owners, Case 
tractors have earned the esteem of 
many discriminating bankers. 

J. I. CASE COMPANY, RACINE, WIS. 


METHODS and OPERATIONS 


A clearinghouse of practical 


ideas submitted by readers of 
this magazine 


Promoting 


Staff Efficiency 


The introduction of departmental 
instruction books by a moderate 
sized bank, at very nominal cost, was 
so successful in promoting staff ef- 
ficiency that the method employed 
seems worth reporting. 

The officer in charge of operations 
supplied each department with an 
ordinary lettersize canvas covered ring 
binder, stamped on the cover with the 
name of the department, in which to 
file instructions as issued. He also 
maintained a binder file for personal 
reference. 

Starting from scratch and as op- 
portunity permitted, the officer issued 
instructions to the various departments, 
with the result that before many months 
had passed each department’s instruc- 
tion book was to all practical purposes 
complete. 

Instructions were typewritten on 
onionskin tissue perforated for use in 
the ring binders, numbered consecu- 
tively and addressed to the departments 
concerned. Sufficient copies were made 
simultaneously with the original, by 
use of carbon paper, to afford complete 
distribution. 

The original was filed in the officer’s 
binder and a copy delivered to each 
department concerned, which receipted 
for the instructions by initialling in a 
space previded for this purpose on the 
The officer’s book was, in effect, an 
instruction book covering the routine 
of the entire institution, while a de- 
partment book covered the routine of 
its respective department. 

To illustrate, Instruction No. 1, 
relating to employees’ time of arrival, 
was addressed to all departments and a 
copy supplied each. Instruction No. 24 
treating with encashment of checks was 
addressed and furnished only to the 
paying tellers’ department. Instruction 
No. 37, pertaining to the marking of 
“float” on deposit tickets by receiving 
tellers and the recording of this on cus- 
tomers ledger sheets by bookkeepers, 
was addressed and delivered to receiv- 
ing tellers and individual bookkeeping 
departments. 


A new instruction amending an old 
one was numbered “Instruction 16a 
amending Instruction 16”. A complete 
change in instructions was numbered 
“Instruction 5B superseding Instruc- 
tions 5 and 5a”’. 

A complete index as to subject matter 
and instruction number was filed in the 
front of each binder to permit ready 
reference. 

Department heads and juniors with 
complete knowledge of their depart- 
ment’s routine, through study of in- 
structions, acquired a natural confi- 
dence which reflected advantageously 
in their relations with customers, 
Recently promoted employees avoided 
the pitfalls of learning solely by ex- 
perience and progressed in their duties 
much more rapidly, through use of 
the instruction book, than otherwise. 
Unauthorized shortcuts and procedures 
were eliminated by strict adherence to 
standard routine, and more of the 
officers’ time was made available for 
other matters since fewer discussions 
with employees regarding purely routine 
affairs were necessary. —N. 


Safekeeping 


Tiwe was when the bank auditor 
regarded it necessary, in order that 
proper control might be kept of cus- 
tomers’ safekeeping security holdings, 
to keep substantially duplicate records 
in the audit department. During that 
period there was often a reluctance to 
verify customers’ holdings periodically 
by letter or list. Most banks have given 
up the practice of duplicate records ex- 
cept for the matter of skeletonized 
totals. A duplicate record has some 
value, but it is expensive and is not 
necessary in connection with what 
might be called periodic confirmation of 
customers’ holdings. 

Even in a large bank, the auditors of 
which are fortified by unit or par con- 
trols of securities kept for customers, 
there may be satisfactory and expedi- 
tious verification by the process of 
taking charge of the operating depart- 
ment’s ledgers, proving them against 
unit controls kept by the auditor, and 
checking ledger records with securities 
in vaults. If confirmation with the cus- 
tomer is to be undertaken, it is prefer- 
able that the letters themselves or 
copies be used by the vault crew in 

(CONTINUED ON PAGE 58) 
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How to stop the “leaks” 
that raise Accounting Costs 


rour overall accounting costs can be cut and you can 
Y get far better daily results! How? By stopping costly 
“leaks” such as wasted work, duplicate effort and unneces- 
sary errors. See how these results are achieved with the 


Remington Rand Model “85”! 


NEEDLESS WORK AVOIDED. Take the trust department, for 
example. The completely electrified Model “85” posts five 
or more forms simultaneously—an enormous saving over 
pen-posting methods. And it does just as fast a job on loan 
and discount records, collections, transit letters and general 
ledger. Because this machine is so unusually flexible, smaller 
banks can well afford machine-posted records. 


PREVENT POSTING ERRORS. When you copy from posting data 
only once, naturally the chance of error is reduced to a 
minimum. More than that, Model “85” furnishes automatic 
mechanical proof that figures are correct, and provides 
uniform legibility in all records. 


FREE SERVICE OF SPECIALISTS. It won't cost you a penny to 
have a complete survey made of your trust accounting sys- 
tem, and a mechanical procedure of accounting recom- 
mended. Simply phone our local office or write Remington 
Rand Inc., Accounting Machine Division, Buffalo, N. Y. 
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OX #4 from Remington Rand 


IPMENT PROVIDING COMPLETE INSTALLATION AND FULL RESPONSIBILITY 


JF ALL TYPES OF OFFICE MACHINES AND SYSTEMS EO 


€ ONLY REMINGTON RAND MODEL 
d 85" GIVES You ait THESE FEATURES 
1, omplete 
numeral keys, and of 
2. Com lete flexibility of re isters, FOVidin 
OF registers, g 
extra accumulations Without rebuilding or re- 
y placing machine, Additional] registers limited 
only by length of carriage. 
3. All reg; ~ . 
i- 
y tic tabulation 
7 5 line, Permit. 
t 
6 Cc 
entry provides 
f 7. Independent control of each related form 
to be Prepared simultaneously. 
< 8. Uniform legibility of all records, 
0 9. Made by Remington Rand Inc., Buffalo, 
N. Y., the only single manufacturer who can 
supply complete accounting Systems equip- 
r Ment and assume complete "esponsibility, 
a 
e 
t 
t 
if 
t 
d 
57 
r 
MANUFACTURERS 
: December 1937 


OPERATIONS 


(CONTINUED FROM PAGE 56) 


checking the presence and accurate 
description of the securities. Any re- 
quired corrections should be made 
before letters are released, and they 
should be returned, or the slip at- 
tached should be returned, by the 
customer signifying that the list is 
correct. Naturally the verifications 
should be checked as to signature to 
insure that they are authentic. 

It isn’t necessary that the examina- 
tion be as of one date. In a very large 


department it is rather desirable that 
it be not so. What may be called a 
progressive count may be used; letters 
are written by the typists and dated as 
of the close of the previous day, and 
department operators are permitted to 
post their ledgers each day under con- 
trol of the auditors, so that in point of 
fact they are being continuously posted. 

In this connection certain auditors 
should be assigned to the vault during 
examination to insure that every de- 
posit or withdrawal is in order. It is cus- 
tomary with most banks to have all in- 
and out-vault movements of securities 
throughout the year vouched for by 


BUILDING OWNERS 


ONLY! 


rr #7 [BUILDING OWNERS 
B-O-F ( FEDERATION 


@ Insurance specially designed for 


E.B. Murray, E. B. Murray & Com- 


any, Kansas City, Missouri, whois 


building owners—and offered to President ofthe National Asscciation 


building owners only—has been re- 
sponsible for the phenomenal growth 
of Building Owners Federation. 
Nineteen years ago a group of build- 
ing owners and managers decided 
that fireproof buildings were en- 
titled to lower insurance costs. The 
steps they took led to the formation 
of Building Owners Federation of 
Mutual Fire Insurance Companies. 
Has the plan worked satisfactorily? 
Read what E. B. Murray of E. B. 
Murray and Company, Kansas 
City, Missouri (President of the 
National Association of Building 
Owners and Managers) has to say: 
"Not only has there been a material 
saving, but, in addition, I am par- 
ticularly pleased to report that the 
service from Building Owners Fed- 
eration has been most satisfactory.” 


Do you get regular inspection by 
trained engineers who have years 
of experience in the fireproof office 
building field? Can you purchase up 


of Building Owners and Managers 


The Candler Building, Kansas City, one of the 
buildings managed by E. B. Murray’& Company 


to $2,000,000 insurance in a single policy, assuring full coverage? Are you receiving 
substantial dividends to reduce your insurance costs? Write to obtain a “B-O-F” survey 
—entirely free and without obligation—before your present policies expire. 


BUILDING OWNERS FEDERATION 


OF MUTUAL FIRE 


INSURANCE COMPANIES 


JAMES KEMPER, Manager 
MUTUAL INSURANCE BUILDING e CHICAGO, U.S.A. 


BRANCH OFFICES MAINTAINED IN PRINCIPAL CITIES 
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what might be called a vault staff, in- 
dependent as to supervision from the 
operating department. Use of such a 
staff permits the auditor to receive 
direct from its members the authenti- 
cated tickets indicating deposit and 
withdrawal of securities, from which his 
skeletonized records are posted. More- 
over, throughout the year the auditor’s 
unit totals derived from these vault- 
authenticated slips should be proved 
progressively to the department records 
to insure that agreement is continuously 
operative. 


_ Postage and Envelope 


Economy 


Y adopting printed advice forms 


_ for use in window envelopes and en- 
| closing the entire day’s advices for the 
| same addressee in one cover and mail- 


ing under a single postage charge, one 

bank effected a substantial reduction 

in its postage and envelope expense. 
Changing over from the old forms as 


| each came up for reorder eliminated the 
| necessity of scrapping any of them or 
| making a heavier than normal expendi- 
| ture for the new ones. The gradual 
| switching from old to new forms did not 
| deter the bank from using a single cover 


for all advices to the same addressee, 


| since both window and closed face en- 


velopes were available for use as cir- 
cumstances required until all the old 


| forms were consumed. 


It simply meant that when the mail 
clerk had among his collections old 
advice forms requiring a closed face 


| envelope, he prepared one, provided 
| there was no new form of advice to the 


same addressee. If there were both old 
and new, the forms were enclosed in a 


| window envelope with the new form on 


top, so that the name and address were 


| exposed. 


Prior to the adoption of the new 
advice forms, bank departments in 


| which advices originated prepared an 


envelope on the typewriter for every 


| advice to be mailed, and affixed the 


necessary postage, but under the new 
arrangement advices are simply ad- 
dressed and deposited in the depart- 
mental mail basket. 

Periodically during the day, a mail 
clerk collects the advices from each 
department and sorts them all down 
alphabetically,. consolidating all col- 
lections into a single batch. At the end 
of the day, all advices for the same 
addressee are enclosed in either a small 
or large window envelope, to accommo- 
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date the particular sending, and mailed 
under a single postage cost. 

As a matter of institutional policy, 
dictated correspondence is mailed in 
closed face envelopes prepared by the 
department in which the correspond- 
ence originates. —C. 


“Professional 
Co-signers”” 


In a letter to the editor, S. F. Bowles 
of San Antonio, Texas, suggests a 
method whereby banks’ personal loan 
departments can avoid the necessity of 
individual co-makers. remedy,” 
he writes, “lies in what may be re- 


garded as a ‘professional co-signer’, 


which would be a “truly gilt-edge | 


corporate entity that will interview and 
investigate the applicant- under stand- 
ards of banking caution and selection.” 

Where an applicant’s credit rating is 
found acceptable, the co-signer will 
guarantee the note to a bank of the 
applicant’s own choice, and only from 
that point on will the bank deal di- 
rectly with the borrower. If the bor- 
rower fails in hispayments, the guarantor 
purchases the note from the bank, and 
any efforts to make further collections 
are the business of the guarantor alone. 

Mr. Bowles states that under this 
method the guarantor should charge the 
applicant a reasonable fee for its serv- 
ices to him, and that, since the bank is 


able to reduce its lending costs, the | 


guarantor is also entitled to share in 
these savings. 
It is suggested that one such “ pro- 


fessional co-signer” in a city could | 


handle all the investigation procedure 
for a number of banks, and that this 
would not only cut the individual 
banks’ expenses but also serve as a 
safeguard against double lending. An 
ownership interest in the co-signer 
would also have certain advantages, 
Mr. Bowles points out. 


Organization Charts 


Tere are benefits in graphically 
charting an organization, indicating 
generally what the lines of authority 
are, and probably what the leading 
functions and functionaries of a bank 
are. However, it must always be re- 
membered that a graph is only a 
two-way dimension, whereas an organi- 
zation is always at least three-way 
dimensional. 

To indicate all the functional lines of 
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authority and the requirements of co- 
operation on a graph is impossible. 
Charts at best are likely to be a simple 
educational device, and they are mainly 
educational for the person who pre- 
pares them. 

Charting of organization and practice 
has taken various forms: charts to in- 
dicate the flow of transactions; those to 
show the flow of authority; sub-graphs 
to indicate essential duties of various 
departments and their divisions; charts 
to show not only the organization but 
the names of members of the manage- 
ment. 

Prolific charting is open to the 


objection that changes in banking occur 
too rapidly to permit of graphic presen- 
tation except in a sketchy manner. If 
charts are attempted on a complete 
scale the requirement of their constant 
revision becomes a complicated and ex- 
pensive matter and may often indeed 
lead to unhappiness by virtue of space 
and position allotted to authorities on 
charts. It is a good rule in the prepara- 
tion of such charts as may be deemed 
necessary to avoid mention of names of 
people because, for one thing, in the 
rotation of staff frequent changes be- 
come necessary. 
(CONTINUED ON PAGE 61) 


To Gain Increased Efficiency 
Add to Your Experience Our 
74 Years 


Nearly three quarters of a century of 
continued service to correspondent 
banks is evidence of First National 
understanding of the requirements of 


banks and bankers. 


Seasoned judgment, world-wide con- 
tacts, and an organization rendering 
prompt, reliable service are among 
the advantages that recommend this 
bank’s facilities to banks in every 
section of the country. 


The First National Bank 
of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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This new Burroughs accumulates a grand total from which amounts may be the 
directly subtracted at the touch of a key! Thus, it is the only key-operated ones 
calculator that does a complete job with one handling of the figures. “es 

Here’s How It Simplifies Account Analysis ve 

It adds daily balances and accu- the same manner, leaving the two 

mulates them for a grand total. loanable balance. day 

Without interfering with this Item and other costs are calcu- om 

“‘stored’’ total it calculates reserve, ated and the earnings on the - 

and, at the touch ofakey, subtracts joanable balance deducted from a 

it from the grand total. total cost, leaving the net loss or pre 

It computes and deducts float in profit chargeable to the account, ol 

fro 

Because of its electric operation and rapid, uniform key action, it is the fastest ' 
machine of its type for such work as figuring and checking interest on notes, pr 

bonds and mortgages, figuring savings interest, etc. - 

tw 


[ New features and new operating advantages are obtainable in a wide variety of 
Burroughs Calculators. Call the nearest Burroughs office for complete details. 


BURROUGHS ADDING MACHINE COMPANY .. . . DETROIT, MICHIGAN 
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OPERATIONS 
(CONTINUED FROM PAGE 59) 


More complicated matters, such as 
the routing of transactions and forms 
used, are much more appropriately 
covered by looseleaf instructions, pref- 
erably in categoric and outline form. 
Handled this way, the presentation is 
more educational and less expensive, 
because copies of the material to be 
distributed can be produced much more 
economically and can usually be under- 
stood more easily. There are probably 
more people who can understand the 
written word succinctly expressed in 
classified outline form than there are 
those who can understand graphic 
presentations, at least those of the more 
complicated variety. —S. 


Direct Mail Clearing 


To accelerate the collection of checks 
and the return of unpaid items drawn 
on each other, a group of country banks 
exchanges checks daily by mail and 
settles for them through a common 
bank of deposit. 

Banks in the group, comprising mem- 
ber and non-member institutions of the 
Federal Reserve System, are located in 
the same county but in different towns. 
They are one mail day from each other 
and from the common depository, or 
settlor, which is a bank mutually chosen 
by the participants. 

Prior to this direct exchange by mail, 
the banks sent their checks to either a 
correspondent or district Federal Re- 
serve bank, one mail day distant, which 
rerouted the items to the drawee banks 
or collection agents in the same county 
from which they issued. Thus at least 
two days elapsed from day of receipt to 
day of presentation—one day out and 
another back. If the items were paid, 
proceeds were available two days after 
receipt, but unpaid items retracing 
their course through the channels of 


presentation were received by the origi- | 
nal sending bank not less than four days | 


from date of receipt. 

Through the direct mail exchange, 
proceeds of items sent are available one 
day after receipt and unpaid items are 
received by the original sending bank 
two days after receipt. Here is a general 
outline of the plan: 

A common agreement, signed by all 
the participating banks, described, 
among other things, the method of 
sending items, the return of those un- 
paid, and payment through the settlor 


December 1937 


with whom each bank was required to 
maintain an account. 

In sending, each bank itemizes the 
checks on cash letters and mails them 
the evening of receipt to the drawee 
banks. Simultaneously, an advice is 
mailed the settlor, informing it of the 
total of each letter sent and to whom, 
and the aggregate amount. The advice 
requests the settlor to credit the send- 
ing bank’s account with the aggregate 
amount and debit the drawee banks 
each with the respective amount of its 
letter. 

The settlor, upon receipt of advices 
from the sending banks, effects the 


such as Standard Accident offers. 


settlement, and mails each one an 
acknowledgment of credit for letters 
sent by it and a detailed debit advice 
for letters sent to it. 

The banks, upon receipt of the set- 
tlor’s acknowledgment of credit and 
advice of debit, reconcile them with the 
record of letters sent and letters received. 

In instances where a drawee bank 
does not pay all of the items received by 
it, the unpaid items are charged back in 
the letter to the sending bank the same 
day as received. When unpaid items ex- 
ceed a certain stipulated aggregate, 
advice of return is telephoned the send- 
ing bank. (CONTINUED ON PAGE 62) 


Clocking Crime 


Every 44 seconds, in the United States, there is a case of larceny. A 
felony is committed every 24 seconds. Crime costs the citizens of this 
country the staggering sum of $475 per second. 


With such stop-watch statistics as these telling their story all too plainly, 
no bank, investment house or financial institution can consider itself 
immune for a minute. Tomorrow the law of probabilities may choose 
your concern to demonstrate its truth in tragic fashion. 


So avail yourself today of Casualty Insurance and Bonding protection 


53 years of intimate relationship with financial institutions have 
equipped Standard of Detroit with a unique understanding of the 
peculiar problems of banks. And the company’s firm financial founda- 
tion and reputation for prompt, equitable adjustments have created 
among bankers and brokers an insistence upon Standard safeguards. 


8300 skilled representatives throughout America. 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies ... Since 1884 
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OPERATIONS 


(CONTINUED FROM PAGE 61) 


The participating banks either have 
securities and standing loan instructions 
with the settlor, or transfer funds from 
other depositories by wire to replenish 
balances when necessary to make pay- 
ment for items received. The banks 
determine their respective balance with 
the settlor upon receipt of the credit 
letters each morning by allowing credit 
for the aggregate of letters sent the day 
before and debiting for letters received. 

—C. 


New Business Production 


A BANK can establish quotas of ex- 
pected increases of business each year in 
different categories and can plan accord- 
ingly by stimulating all members of the 
staff, including officers and directors. 

The senior in charge of new business 
should receive reports of solicitors daily 
showing a digest of the results of all 
their contacts, and this information 
should, of course, also be recorded on 
prospect cards. The head of business 
development should know what each 
solicitor’s production is and which new 
accounts he has obtained. 


Customers 


want Loans on 
Receivables 


If the borrower’s open accounts are covered by Credit 
Insurance, you know they are worth their face value. 
The state of each “‘doubtful’’ account need not be studied, 
questioned, made a vital issue. 


The very fact that a Manufacturer or Jobber safe- 
guards his assets with Credit Insurance indicates sound, 
constructive thinking. He runs no risks with his debtors. 
He expects you to run no risk with him. His Credit 
Insurance policy is as safe as any collateral you could 


ask for. 


As a protective measure for your own institution, as 
an advisory service to your commercial customers, you 
would do well to recommend — if not insist on — Credit 
Insurance. Manufacturers and Jobbers thus protected are 
the types of business houses which any bank finds it safe 
and profitable to accommodate. 


Many large banks include in their financial statement 
blank, this question: ‘‘Do you carry Credit Insurance?” 


Why would it not be sound banking for you to do 
the same? 


American Credit Indemnity Co. 
OF NEW YORK Jj. F. McFADDEN, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


It is desirable to set up activity or 
volume reports for business relationship 
departments, with such indexes as vol. 
ume of solicitations made, letters writ- 
ten, and amount of business secured, If 
these production reports are related to 
expenses, the senior in charge of the 
work has an idea of the effectiveness of 
the work of his staff. All new business 
cannot, of course, be attributed to the 
business development staff, but that 
does not mean that production reports 
on the work are of no value. 

The business development depart- 
ment should keep a record by months 
showing the number of calls made, num- 
ber of accounts obtained, and total of 
initial business. Such a record might 
well be classified by solicitor if the num- 
ber of persons engaged in solicitation is 
large enough to warrant it. Banks so de- 
siring may refine the production record 
by assuming that each account obtained 
will have an average life, and then al- 
lowing say a 1 per cent return for the 
average number of years the account is 
expected to remain, calculated on the 
opening balance. 

Such a record can be more accurately 
maintained by way of keeping continu- 
ous analytical records of all business 
brought by each solicitor because it be- 
comes merely a question of compiling 
analyses of all accounts brought in by 
each. A solicitor cannot, of course, be 
given credit for a vastly increased bal- 
ance which may have come to the bank 
owing to special services it has rendered, 
but generally when an account is defi- 
nitely obtained by a contact man he 
should be given credit for it. —R. 


Staff Participation 
In Business Development 


Ir is not easy to get the participation 
of all the bank’s staff in business 
development. Apart from efficient and 
continuous service to the customer, 
which is perhaps the most effective 
business development influence, it is 
possible to inform all members of the 
staff as to the means whereby they can 
be of help, such as putting their friends 
in touch with the bank’s travel service 
when a member of the staff is aware of 
prospective travel, and informing friends 
of the breadth of the bank’s service and 
of the convenience of branch locations. 

Occasional memoranda or letters to 
the staff will not produce results along 
this line so much as will occasional 
round table discussions between officers 
and the staff under the leadership of the 
head of the business development de- 
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partment or a senior bank officer. Most 
men engaged in operating special- 
ties are inclined to overlook their in- 
fuence in directing worthwhile busi- 
ness to the bank, and it is necessary to 
keep it before them in a personal way. 
Naturally those who succeed in bring- 
ing or introducing good business should 
receive recognition. 

Occasional dinners for the purpose of 
stimulating business development are a 
desirable influence in keeping the 
question before the staff. Prizes for the 
development of business may have 
virtue, but usually they are sporadic 
drive efforts, bringing to a bank in 
many cases business of a temporary 
nature and often of questionable value. 
Staff participation of real value is that 
which arises from constant and con- 
tinuous development of loyalty. —A. 


The Worthless Check 
Hazard 


ln negotiating a check that may not 
be worth the paper it’s written on, 
banks are up against very much the 
same sort of problem as when they make 
a loan. It should not be left to the dis- 
cretion of tellers to take chances. It 
should be understood by them that 
they make such negotiations at their 
own risk. 

Considerable knowledge of human 
nature is required to deal with situations 
incident to this problem. Some bankers 
merely say “‘ No.” But you can incur a 
lot of ill will in this way and it is always 
better to exhaust all avenues of ques- 
tioning before refusing to negotiate. 
And even then you should offer to 
collect the check in the quickest possi- 
ble way. Sometimes the difficulty can 
be overcome by a telegram or a tele- 
phone call. 

It is especially necessary for the 
branch banker to try to accommodate 
the customer of other branches. Such a 
person always regards his check-books 
as an “open sesame” at all other 
branches of his bank. Of course a 
branch is in no better position to make 
these negotiations than is an entirely 
different bank. But the customers 
don’t understand this. 

No fixed rules for negotiation of 
checks can be laid down, any more than 
they can be laid down for loans. It is 
mostly a question of sizing up your 
man. He will probably have either a 
pass-book or a check-book showing a 


in addition, some proof that he is a again the unit banker is not justified in 
responsible person, and this proof is offering him more than the facilities of 
very often difficult to obtain. the collection department, unless he 
A branch officer naturally differen- can get a good local endorser. 

tiates between customers of other But if there is any chance of new 
branches and customers of other banks. business developing, either now or at a 
While he tries his best to accommodate later date, the unit banker, having 
the latter, most of his chances are sized up his man, is justified in making 
taken with the former. A refusal might a small negotiation and, provided the 
easily lose another branch a good cus- ratio of loss is small, the bank should 
tomer, for people have very long not discredit or penalize its officers for 
memories for what they regard as an occasional mistake in judgment. 
discourtesies suffered at a banker’s This remark also applies, of course, to 
hands. The unit banker is in a different the branch banker in his dealings with 
position. If the stranger is a tourist customers of other banks. 

who will perhaps never be in town J. H. S. 


Continental Illinois 


collection service 


is prompt, 
efficient, 
and nation-wide 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 


balance to his credit (which may or | 
may not be the correct balance). Ob- 
Viously this is not enough. You need, | 
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@ To the buyer of business pa- 
pers, these two ““Guides’’ present 
a fund of sound, easy-to-apply 
information. They are ‘‘advertis- 
ing books’’ of course, but the 
fundamental principles that they 
outline and illustrate are just as 
valuable as if they were entirely 
philanthropic, 


@ Send for these books . . . read 
them... and you will find that 
your conceptions of business pa- 
pers are clearer and better defined. 
Then, if you wish to try Perman- 
ized Papers — you will find that 
they are just as helpful as the 
books are. Return the coupon 
today — do! 


WHiITING-PLOVER PAPER COMPANY 
Stevens Point, Wisconsin 


Send me the two “Guides” — no 
obligation. 


NAME____ 
FIRM_— 
ADDRESS 


CITY & STATE 


Alice in Celluland 


She decides it’s a wise business 
that knows its own future. 


oe had grown rather tired wander- 
ing through the museum.* It wasall 
very interesting—from the real freight 
locomotive that travelled back and 
forth on a short track, to the miniature 
reproduction of Lavoisier’s laboratory— 
but the floor was getting hard and Alice 
looked about her for a seat. None was 
at hand. 

In the next room she spied a Blue 
Guard talking to a small boy. As Alice 
approached them she saw they were 
operating the working model of a mixer 
for bleaching paper pulp. The Blue 
Guard was explaining carefully. Alice 
hesitated to interrupt. 

“Excuse me,” she said softly, “but 
where can I find a seat?” 

“Tt’s not quite time,” said the Blue 
Guard. “The doors open at 8:30.” Alice 
couldn’t be sure whether he was talking 
to her or to the boy whose interest was 
beginning to wander to a cross section 
of a subway in a case across the aisle. 

“Well,” exclaimed Alice, somewhat 
impatiently, “I only asked where I 
could sit down.” 

The Blue Guard looked at her. ‘‘Oh,”’ 
he said. “I’m sorry. I thought you were 
asking about the Lecture and the seats 
in the auditorium. The Lecture begins 
there at 8:45. How do you like the 
Museum?” 

“Tt’s splendid,” replied Alice, shifting 
from one foot to the other. “‘ What is the 
Lecture about?” 

“Well,” said the Blue Guard, “it’s 
about Chemistry—Chemistry and Costs, 
and Scientific Research, and Industrial 
Development, and Standards of Living. 
You can draw your own conclusions.” 


ALICE FINDS A SEAT 


ALICE sighed. “I’m afraid I haven’t 
any. All I know about Chemistry is that 
H,0 is water—or isn’t it? But if Lecture 
means Seat, or Seat means Lecture, I’ll 
go in and listen.” 

“By all means,” encouraged the Blue 
Guard. “Here, it isn’t time yet, but I’ll 
let you in the hall now and you can get a 
good seat.” 


*This sketch is based on an exhibit “Better 
Things for Better Living Through Chemistry” 
at the Franklin Institute, Philadelphia. The 
words of the lecturer whom Alice hears are ex- 
cerpts from addresses by Lammot du Pont, 
president, and Dr. C. M. A. Stine, vice-presi- 
dent, E. I. du Pont de Nemours & Company, 
Inc., at the exhibit’s premiére. 


Alice settled into a back row chair so 
as to be inconspicuous if she should fal] 
asleep. The auditorium reminded her of 
the chemistry lecture room in high 
school, for the chairs sloped steeply, 
She thought about her chemistry 
teacher, the experiments and the awful 
smells. Then she thought about the 
museum and the things she had just 
seen, particularly the exhibits showing 
man’s use of nature’s products and his 
imitation—even improvement— of them. 

She had looked at rayon yarns in 
various stages of manufacture; beautiful 
evening gowns; brilliant plastics; coal 
dyes, vulcanized compounds, gayly 
colored lacquers. More specifically, 
there were such interesting articles as 
an evening bag made of celanese, the 
raw base of which is chemical cotton; a 
straw hat waterproofed with a nitro- 
cellulose lacquer; and such miscellaneous 
items as rouge, writing inks, candles, 
tinfoil and wallpaper, to the production 
of which chemistry had generously con- 
tributed. 


CHEMISTRY EVERYWHERE 


ALICE remembered particularly the 
working model that showed, rather 
sketchily, to be sure, how spruce chips 
are transubstantiated into cellulose 
film and how, by another process, the 
cellulose becomes rayon. Cellulose itself, 
Alice recalled, has been known for 
centuries in the form of cotton and 
wood, but modern chemistry has given 
it strange guises and disguises. 

“Everything,” murmured Alice to 
herself, “‘seems to be chemistry— 
chemistry, business, business, chemis- 
try. I do hope the lecture is interesting. 
Otherwise I shall disgrace myself by 
taking a nap.” 

It was interesting, and Alice sat for- 
ward in her chair as the gentleman on 
the platform told of the wonders that 
had come and were coming from the 
laboratory—wonders that had increased 
human happiness, changed business, 
expanded uses of goods by lowering 
costs, and, in general, made life more 
satisfactory. 

He told of the contributions of chem- 
istry to textiles; synthetic fabrics, new 
and less costly dyes, bleaching agents, 
artificial resins that strengthen cloths 
and make them resistant, new soaps. 
He mentioned the contributions of re- 
search to the automobile industry: 
lacquers and finishes, safety glass, 
better and cheaper tires, cracked gaso- 
line, improved lubricants. 
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There was also mention of what 
science had done for agriculture in 
developing fertilizers, insecticides and 
fungicides. The contributions of science 
to the building industry in making 
possible air conditioning and in making 
available synthetic products useable 
from roof to foundation sounded es- 
pecially practical to Alice. So did the 
lecturer’s remarks about chemistry’s 
gifts to medicine: antitoxins, serums, 
anaesthetics. 

Alice was truly sorry when she real- 
ized that the speaker was approaching 
his conclusion. She listened hard. 


THE SCIENCE OF CHANGE 


“WHAT,” he asked, “may we expect 
of the scientist in the future?” 

Well, it seemed likely that chemistry, 
physics, biology and medicine, working 
cooperatively, could go considerably 
further in the prevention or cure of 
disease. 

“We may safely assume,” he con- 
tinued, “that in the field of textile 
fibers, new metallic alloys, building 
materials, synthetic resins, pigments 
and colors, vehicular transportation, 
illumination, sanitation—in all these 
fields the many striking and valuable 
contributions of applied science which 


have thus far come from the research 
laboratory are an earnest of the con- 
tinuation of this type of valuable 
development. 

“Modern chemistry is a science 
dedicated to change. The research 
chemist directs his efforts primarily to 
improving existing products and to the 
creation of new products. He seeks to 
improve old products by adapting them 
to new uses, by removing their faults, 
by finding better and cheaper ways to 
make them. And he is constantly seek- 
ing new products and new materials to 
the end that the work of the world will 
be more efficiently and more satisfacto- 
rily performed. 

“Obviously, the chemist must give 
more for less when he submits to in- 
dustry the results of his research, or 
men will merely laugh at his efforts. We 
don’t adopt new materials or new meth- 
ods, at the cost of scrapping old ones, 
simply because they are new. The new 
must be better than the old to justify 
itself in competition. Chemical industry 
is dedicated not only to change, but also 
to the basic policy of consistently and 
honestly lowering the costs of all goods 
and services. 

“There are obstacles in the path of 
this policy, chief of which is the grow- 


AND /7T MIGHT 
INTEREST YOU TO 
KNOW THAT. ....- 


ing cost of doing business as a conse- 
quence of ever-rising taxation and regu- 
lation, and other factors beyond the in- 
dustry’s own control. However, granted 
a fair opportunity to pursue its course, 
there is in the chemical industry’s recent 
past a promise of continuing accomplish- 
ment that forecasts a new era of prog- 
ress. 


CHEMISTRY’S SIGNPOST 


“IN the final analysis, wealth com- 
prises goods. Our dollars are worth only 
what they will buy. Place goods within 
the means of more people to buy and 
you at once distribute wealth, add 
value to money. Rising wage scales 
mean nothing if prices rise with them, 
but maintain fair wages and reduce 
prices and actually you raise wages. 
This is the direction pointed today by 
the signpost of chemical research.” 

Alice applauded vigorously, although 
she wasn’t sure that she had understood 
everything. 

On the way out she saw her friend 
the Blue Guard. 

“Well,” he said pleasantly, “what 
was the Point of the lecture?” 

“The Point as I got it,” Alice ob- 
served thoughtfully, “was this: It’s a 
wise business that knows its own future.” 


ES, it might interest a prospective tenant to know 
that Ivory Soap Dispensers are installed in the wash- 
rooms of the “business home” you’re showing him. 


In fact, there’s considerable evidence tosupport this belief. 
Evidence supplied by an increasing number of building 
owners and managers who report enthusiastic comments 
from their tenants on these exceptionally fine washroom 


appointments. 


It might interest you to know how little it will cost to 
give your tenants Ivory Dispenser service. A line from 
you will bring you the facts and figures. 


The gracefully designed Ivory Dispenser deliv- 
ers pure, gentle Ivory Soap in fine, free-flowing 
Hakes or granules. Each dispenser is a com- 
plete, self-contained soap dispensing unit. It 
has no parts to rust, tarnish or corrode; no 
complicated parts to clog, leak or get out of 
order. Tamper-proof. Low in first cost and 


in up-keep. 


IVORY SOAP DISPENSERS 


PROCTER & GAMBLE, Industrial Sales Department, Gwynne Building, Cincinnati, Ohio 
December 1937 
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~ The Undistributed Profits Tax 


| FORMATION received by the Na- 
tional Industrial Conference Board 
from 360 representative business con- 
cerns brings out practical effects of the 
undistributed profits tax. 

In the case of 196 corporations that 
paid the tax, it amounted on the aver- 
age to 3.6 per cent of net income before 
Federal taxes. A substantial number of 
corporations paid dividends equal to or 
in excess of earnings and were not sub- 
ject to the tax. 


An increase in the proportion of earn- 
ings distributed as dividends was re- 
ported by 193 corporations. Those 
corporations furnishing information on 
the amount of increase because of the 
tax reported an increase of 51 per cent. 

Dividends equal on the average to 
76.8 per cent of earnings after deduction 
of all taxes other than the undistributed 
profits tax were reported by 272 cor- 
porations. This compares with an aver- 
age of 64.8 per cent for all corporations 
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other than finance reporting net jp- 
come during the five-year period 1925- 
1929. 

Replies to the inquiry offer a sample 
of business sentiment toward this tax. 
Some corporations listed advantages of 
the measure, although only two ex. 
pressed opinions indicating that bene- 
fits outweighed the disadvantages and 
in both cases amendments to the law 
were considered necessary. 

Advantages mentioned were as fol- 


| lows, the figures in parentheses being 


the number of companies reporting 
them: 

1. Prevents withholding of dividends 
when there is no reason for not declar- 
ing them (14). 

2. Stops accumulation of unneeded 
cash (7). 

3. Blocks manipulation of earnings to 
suit the tax exigencies of large stock- 
holders (4). 

4. Checks unwarranted expansion 
(3). 

5. Adds to consumer purchasing 
power (2). 

Disadvantages of the tax mentioned 
in the replies were as follows: 

1. Hinders expansion from earnings 
(138). 

2. Prevents accumulation of reserves 
for lean years (135). 

3. Discourages debt retirement and 
penalizes companies with long term 
debts (61). 

4. Penalizes small, growing, new, and 
weak corporations (52). 

5. Will tend to accentuate depres- 
sions (47). Replies mentioning this dis- 
advantage pointed out the effect of the 
tax on the financial structure of cor- 
porations and the fact that lack of ade- 
quate reserves would necessitate the 
quicker discharge of employees and the 
immediate suspension or reduction of 
dividends in the event of a business 
decline. 

6. Encourages increased reliance on 
the capital market and the banks (43). 

7. Fails to provide any allowance for 
losses of prior years (42). It was pointed 
out that this was particularly disad- 
vantageous in the case of corporations 
incurring a capital deficit or a deficit in 
the surplus account. 

8. Induces payment of dividends in 
excess of sound financial policy (39). 

9. Prevents aecumulation of working 
capital from earnings (26). 

10. Places a penalty on thrift and 
prudent management, and fosters ex- 
travagance in operation (24). 
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Foreigners’ Investments Here 
ign 


— TERM investments of foreign- 
ers in the United States at the end 
of 1936 are estimated at $6,108,000,000 
in a survey prepared by the Finance 
Division, Bureau of Foreign and Do- 
mestic Commerce. Foreign-owned bank 
balances and other short term funds 
here amounted to $1,530,000,000. 

The long term investments of foreign- 
ers here, at the end of each of the past 
three years, summarized by type, were 
given as follows: 


(in millions of dollars) 
Type of Investment 1934 1935 
Direct investments (book 
$1,518 $1,580 $1,640 
Common stocks (mar- 
ket value) 
Preferred stocks (par 


1936 


1,840 2,700 
390 
549 
750 


455 
563 
750 


Bonds (par value) 
Other investments... . 


$4,357 $5,109 $6,108 


Commenting on this report, Secre- 
tary Roper said: 

“The computations showed that for- 
eign investments in manufacturing 
enterprises in the United States com- 
prise approximately 30 per cent of the 
total investments, and only in the bond 
category do they fail to occupy first 
place. About one-half of the common 
stockholdings, one-third of the direct 
investments and nearly one-third of the 


preferred stockholdings are in the man- 
ufacturing group. 

“Among foreign-held American bonds, 
transportation and utility issues com- 
prise distinctly the larger part of the 
total. Financial institutions occupy a 
prominent position among the foreign 
direct investments in this country . . . 

“Transportation issues, well repre- 
sented in each type of investment, and 
public utilities were second and third, 
respectively, in order of importance 


among foreign investments in specified 
groups. 

“Foreign holdings remain, however, 
a comparatively unimportant factor in 
the ownership of United States cor- 
porate enterprise. Exclusive of direct 
investments, approximately 3.5 per 
cent of the outstanding common cor- 
porate shares of approximately 3,000 
corporations were alien-owned at the 
end of 1936 as compared with 2.4 per 
cent at the end of 1934.” 
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An outstanding feature of Mercantile- 
Commerce service to correspondents 
is the direct collection of non-par items 
to practically all points in the Eighth 


Federal Reserve District. 


The advantages of prompt presentation 


are obvious; and today, perhaps more 
U. S. STEEL HEAD 
Edward Stettinius, Jr., suc- 
ceeds Myron C., Taylor as chair- 
of the U. S. Steel Corp. He is 
one of the youngest men ever 
to attain this position 


than ever, bankers appreciate the value 


of direct routing. 


Such service has been highly developed 
at Mercantile-Commerce. It is daily 
proving of practical value to the cor- 


respondents of this bank. 


MERCANTILE -COMMERCE 


Bank and Trust Company 


Locust-Eighth-St. Charles 
ST. LOUIS 


MEMBER FEDERAL DEPOSIT INSURANCE G€ORPORATION 
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Supervise Your Construction Loans 


i. supervision of construction loans 
is highly important to lending in- 
stitutions that advance funds to prop- 
erty owners or contractors. Especially is 
this true under the F.H.A. plan when a 
commitment has been issued to insure 
a loan, provided certain standard 
materials are used and the house is 
built according to the plans and specifi- 
cations. 

In the construction of houses in the 
$5,000 price range and upwards it is 


always a wise plan to require profes- 
sional services with full insurance pro- 
tection from all the hazards to which 
the contractor or the property is ex- 
posed. For example, a survey of the 
forms of insurance and bonds carried 
by professional contractors indicates 
that the following are most commonly 
used, although additional protection 
is often needed and provided: bid 
bonds; performance bonds; contrac- 
tor’s public liability; contractural lia- 


Aue Thise 
vue CORRESPONDENT SERIICES 


“Float” held to a minimum — through quick hand- 


ling of transit items. 


Personal attention and counsel — from senior offi- 


cials. 


Reliable statistical data — on the latest agricultural 


developments, on changing trends and market ac- 


tions — and clear, understandable interpretations 


of what they mean to you. 


Safekeeping facilities — for your securities and 


4 immediate attention to buy or sell orders and de- 


liveries. 


If these services hold value for you, as they doubtless do, 


you will want to know about the many benefits which hun- 


dreds of banks throughout the entire middlewest receive 


from their correspondent connection with Live Stock Na- 


tional. Our representative will gladly give you the full 


Chairman 


MEMBER FEDERAL 


g 


facts in person. Why not ask to have him stop in to see you? 


Live Stock 


National Bank of Chicago 


FREDERICK H. PRINCE UNION STOCK YARDS 
ESTABLISHED 


DAVID H. REIMERS 
President 


1868 


COEPOSIiT INSURANCE CORPORATION 


bility; protective liability; automobile 
public liability and property damage; 
automatic builder’s risk insurance coy- 
ering fire, tornado, hail, riot, explosion 
and aircraft property damage; work- 
men’s compensation. Of course there are 
many other coverages which a con- 
tractor will need on special contracts 
where exposure to other hazards exists, 

When one unit is to be built in a 
small city or community not having a 
bonded professional contractor, the 
lending institution must work out a plan 
for the construction of the house at as 
low a cost as possible under the F.H.A. 
requirements. The owner and the 
mortgagee must agree on a local con- 
tractor who is competent, reliable and 
has the necessary equipment to com- 
plete the job according to the plans and 
specifications. After a price has been 
agreed upon the contract is drawn, and 
it must conform to the instructions set 
out by the F.H.A. 


MINIMUM PROTECTION 


AS a genera] rule a local contractor 
will require some financing for materials 
and labor while the house is under 
construction. Since the forms of in- 
surance listed above would greatly 
increase the cost of a small house, the 
lending institution must first decide 
upon the minumum protection it will 
require for advancing loans under the 
plan. 

For example, if the contract price of 
a small house is $3,000, provision could 
be made in the paper to pay one-third 
of the amount when the foundations 
are completed and inspected and ma- 
terials are on the site for the roof, the 
windows, wiring and the complete en- 
closure. 

The second inspection is made after 
the house is enclosed. The mortgagee 
could safely advance $1,000 more after 
this inspection is approved. 

The last payment should not be made 
until after the final inspection report is 
received and the house is accepted by 
the F.H.A. In addition to this the con- 
tractor should sign a release and certify 
that no materialman’s lien or unpaid 
bills are outstanding. 

To secure these construction loans it is 
a good plan to have both the owner and 
contractor sign each note covering the 
funds advanced for work and materials. 
When the first note is executed 4 
temporary mortgage on the property 
is taken which affords the mortgagee 
protection and partial control. 
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If the contractor can furnish some 
form of collateral to support the loan it 
is well to require that he do so. Life 
insurance policies having cash values 
can often be obtained from contractors 
if the loan officer will make an effort to 
get this additional security. Aside from 
the protection listed above, the owner 
or contractor should provide the lend- 
ing institution with an automatic 
builder’s risk insurance policy. The loss 
payable clause in the policy should be 
made payable to the mortgagee, and 
the amount of insurance coverage is 
based on the value of the structure and 
the materials on the lot. In no case 
should the coverage be less than 80 per 
cent of the market value of the struc- 
ture and materials. 


TAKE “INVENTORY” 


UNDER this plan of financing short 
term loans, it is necessary that the loan 
officer make a frequent check-up on the 
work of the contractor and the materials 
he has on hand. By requiring a contrac- 
tor to supply the confidential cost 
estimate, the lending officer can esti- 
mate his profit and determine whether 
the margin of profit is sufficient to take 
care of possible errors in calculations of 
costs or in the construction work. After 
a house is enclosed it is possible to ex- 
change the builder’s risk policy for a 
standard form of hazard insurance at a 
cheaper rate. The new policy should 
provide protection from fire, tornado 
and hail and any other hazard to which 
the property is exposed. Our bank has 
been successful in obtaining full pro- 
tection with the three-fourths value 
clause eliminated, due to the fact that 


of settlement costs after all documentsy 
are signed and an F.H.A. loan is placed 
on the books. First, the builder’s risk 
insurance premium must be paid. In 
order to divide the insurance expense 
we suggest that the contractor pay the 
premium on the first policy which in- 
sures the house until it is enclosed. 
After the second inspection a standard 
form policy is issued and the premium 
is paid in advance by the owner. If this 
last policy remains in force for a period 
of 30 days or more before the loan is 
placed on the books, the mortgagee must 
collect {2 of the amount of the pre- 
mium for each month elapsing be- 


tween the date of the policy and the 
date the loan is closed. 

It is possible to avoid these small 
payments by requiring that the owner 
have the policy rewritten with the 
premium paid for the first year and the 
policy dated the same month the note 
and mortgage are executed. This is also 
true in calculating taxes. 

Although construction loans require 
constant attention and supervision, 
they are profitable and make it possible 
for the owner to get a better house and 
the lending institution more valuable 
security for its long term F.H.A. loan. 

GerorcE R. SMITH 


of Atlantic Dividends 


Atlantic does not regard dividends as the first thing to 
look for in an insurance policy—even though it has 
paid dividends to participating policyholders for 94 of 
its 95 years in business. 


The most important thing about any insurance policy 
is the strength of the company behind it. After that you 
will naturally be interested in the kind of service which 
it offers. Only in the third place will you ask what it 


costs. 


Conservatively managed, Atlantic offers you a degree 


of security in excess of the most exacting legal require- 
ments. Alert to policyholders’ interests, it can point to 
a 95-year record of prompt and generous loss settle- 
ments. Awake to new trends, it offers a comprehensive 
service of insurance protection designed to meet today’s 
needs. Atlantic policies are non-assessable. Atlantic per- 
mits policyholders to enjoy the service of their own 
brokers. 


a Government agency, the F.H.A., has 
4 definite interest and liability in the 
mortgaged property. 


FINAL SETTLEMENT 


WHEN the house is completed and 
approved by the F.H.A. a settlement 
is made with the contractor and owner. 
In settling we use cashiers’ checks 
made payable jointly to the contractor, 
the mortgagors and building material 
dealers that have furnished supplies 
for the construction work. This is done 
so that the building firms will have a 
last chance to collect any small bills 
that the contractor may have over- ding 
looked. In this manner we are obtaining | }} 
receipts and preserving an accounting NEW YORK 
record for future reference if needed. 
Our preliminary advances are de- 
ducted from the Joan proceeds and 
either the contractor or the owner pays 
the interest on such loans, according to 
the agreement. 
Of special importance is the matter 
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Only after fulfilling all these requirements of first-rate 
insurance does Atlantic offer a share in profits. Divi- 
dends are an added advantage of Atlantic insurance. 
not a reason for buying it. 


ATLANTIC 


M UT UAL 
49 Wall cSireet INSURANCE 


COMPANY 


Cleveland Newark Philadelphia 


| 


So now... were 


in the ‘Coal Business’ 


In spite of borrowers’ initial inten- 
tions, open credit loans too often 
find their way into capital invest- 
ments. Funds obtained for operating 
or inventory needs are spent for fixed 
assets. As a result, when conditions 
change, the bank finds itself in the 
coal business, in the milling business, 
or what not. 

More money has been lost by 
banks through the optimism and 
poor judgment of borrowers than 
through borrowers’ dishonesty. 

You can easily minimize — practi- 
cally eliminate — such experiences 
by using LAWRENCE SySTEM field 


A. T. G1BSON, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION Since 1916 


Creating Commodity Paper Against Inventory 


warehousing. When loans are based 
on LAWRENCE SYSTEM warehouse 
receipts, you have prime collateral 
(borrowers’ marketable inventories) 
which can be liquidated quickly at 
any time. Furthermore, control of 
warehouse receipts enables you to 
obtain valuable day-to-day knowl- 
edge of your borrowers’ operations. 

Why not consider application of 
LAWRENCE SYSTEM to some of your 
accounts carrying inventories of size? 

For information, write or call De- 
partment B-12 of our nearest office 
Ask for free copies of the booklet, 
“Warehouse Receipts as Collateral.” 


New York: 52 Wail St. e CHIcaGo: One North LaSalle St. ¢ Kansas City, Mo: Commerce Trust Bldg. 
St.Louis: 1505 Federal Commerce Trust Bldg. * MINNEAPOLIS: 835 Plymouth Bldg. * BOSTON : 49 Federal St. 
BuFFALo: Liberty Bank Bldg. «Los ANGELES: W. P. Story Bldg. ¢ FRESNO, CALIFORNIA : 2030 Anna St. 
SAN FRANCISCO: 37 Drumm St.¢ PORTLAND, OrE: U. S. Nat’! Bank Bldg. « SPOKANE: South 155 Stevens 
SEATTLE: 1014 Fourth Ave. South ¢ DALLAS: Santa Fe Bldg.e HousTON: 1001 Shell Bldg. * HONOLULU 


CERTIFIED on cuecks... LAWRENCE ON WAREHOUSE RECEIPTS 


EXPRESS 


CANADIAN PACIFIC EXPRESS COMPANY 
TRAVELLERS CHEQUES PAYABLE 
UNITED STATES DOLLARS ARE REDEEM- 
ABLE AT PAR BY THE NATIONAL CITY 
BANK OF NEW YORK, NEW YORK. 


CANADIAN PACIFIC 
COMPANY 


(Owned by Canadian Pacific Railway Company) 


IN 


Christmas Clubs 


| reports the National Association of 


to 1,226,891, a gain of 163,300. The 


| and depositors, with a total of 527,497 


HRISTMAS club distributions by 
the country’s mutual savings banks 
for 1937 run ahead of last year by about 
$8,000,000, the total being $51,657,361, 


Mutual Savings Banks. 
The number of depositors increased 


average account this year for the 14 
states in which the mutuals operate is 
$42.10. 


New York State leads in deposits 


savers having to their credit the sum of 
$21,928,107, a gain of $3,309,456 for the 
year. Total deposits in New York City 
this year are $15,968,046, contrasting 
with $13,485,176 last year. 

Massachusetts stands second among 
the states. Christmas club deposits 
there amount to $13,254,000 with 
316,000 depositors. Connecticut is third, 
with deposits of $5,355,020 and 131,509 
depositors. New Jersey ranks next, with 
$2,841,000 deposits and 62,241 de- 
positors; then comes Pennsylvania, $2,- 
672,000 deposits and 46,938 accounts. 

Officials of mutual savings banks 
expressed satisfaction at the increase in 
the number of depositors now saving 
in Christmas clubs, pointing out that 
this was further evidence of the in- 
creased surplus in the hands of the 
average citizen. 


SLUM-CLEARANCE 


Nathan Straus, head of the 

new U. S. Housing Authority, 

is working out a program to 

promote low cost, slum-clear- 
ance housing 


WIDE WORLD 
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Consolidate 
the Gains 


ILLIAM R. WHITE, president of 

the National Association of Super- 
visors of State Banks, in appointing an 
executive committee of the association, 
said that any attempt to revive in 
Congress the “discredited McAdoo 
bills” or other legislation designed to 
destroy state banking systems, would 
be vigorously opposed by the commit- 
tee. Mr. White is New York State 
Superintendent of Banks. 

“The state supervisors are con- 
vinced,” Mr. White asserted, “that the 
time has come to consolidate the gains 
which have been made in recent years in 
improving our banking structure, and 
that no reason exists for radical legisla- 
tion in the banking field. 

“As a result of numerous recent 
amendments to both state and national 
banking laws, many basic changes in 
our banking system have been effected. 
The public, the banks, and the super- 
visory authorities have scarcely suc- 
ceeded in adjusting themselves to these 
changes. There is no public demanding 
further sweeping changes. Moreover, 
any attempt at this time to experiment 
with new theories in the banking field 
might well have a disturbing influence 
upon the financial and economic sta- 
bility of the country.” 


Income Tax 


Variations 


TATE income taxes in America show 
extremely wide variations in rates, 
a special survey of 11 representative 
states made by Professor Carl Shoup of 
Columbia University in collaboration 
with Bernard L. Shimberg and William 
Vickrey. The survey is one of several 
included in Studies in Current Tax Prob- 
lems published by the Twentieth Cen- 
tury Fund. 

New York is the state severest on un- 
married persons in the $1,500 to $4,500 
range, taking as much as 2.3 per cent 
of total income, whereas California asks 
only 1.3 per cent of income even at the 
$10,000 level. 

For married couples, the states that 
impose the heaviest burdens are North 
Dakota, Idaho and New York. How- 
ever, Iowa enters this group in one clas- 


December 1937 


sification: for married couples in the 
$2,000-$3,500 range that state exacts 
the highest rates in the country. For 
income taxes as a whole, North Dakota 
imposes the heaviest rates, while Dela- 
ware lets its citizens off with the lightest 
taxes. 

In the higher income brackets, North 
Dakota takes 9.1 per cent of a $30,000 
income and does not exceed 9.8 per cent 
even up to incomes of $100,000. 

“State rates,” says Professor Shoup, 
“are usually heavier than the Federal 
income tax rates in the lower ranges of 
income and always very much lighter in 
the higher ranges.” 


The figures show that Idaho and 
North Dakota tax incomes as low as 
$1,000 per year for unmarried persons, 
whereas the Federal rates grant ex- 
emptions of $1,000 for unmarried per- 
sons and $2,500 for married persons. 
The lack of steeply graduated rates on 
higher incomes in state laws is accounted 
for by Professor Shoup on the ground 
that most states regard corporate and 
personal income taxes “ordinarily as a 
minor source of revenue.” The reverse 
is true of the Federal Government. Pro- 
fessor Shoup estimates that in 1937 
two-fifths of the total national revenue 
will come from income taxes. 


A GROWING NUMBER 


of out-of-town bankers use 
this correspondent service 


@ For many years The Northern Trust Company has served 
as Chicago connection for a growing number of leading out- 
of-town banks. These correspondents appreciate the evident 
desire to afford every client a service that is more than rou- 
tine. They like the way each account benefits by individual 
handling . . . the way important matters receive the close 
personal attention of major officers. Other out-of-town banks 
interested in effecting a correspondent relationship in Chicago 
are urged to make inquiries. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


| Member Federal Deposit Insurance Corporation 
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_ contacts made by a paying teller 
over the counter of a bank are not 
always of a nature that he would con- 
tinue in a social way, even though they 
may have value from the standpoint of 
experience. 

One of the most agreeable men I ever 
met in the course of the day’s work was 
a courtly, polished gentleman who at 
that time was using the name of Harry 
Adams. 


Mr. Adams in the course of his 


The Talented Mr. Adams 


career temporarily adopted many ali- 
ases, until he was finally assigned a 
more or less permanent number at Sing 
Sing penitentiary. The profession that 
Mr. Adams followed was that of forgery, 
and with more than mediocre success. 

It seems that early in life this gentle- 
man discovered that he had a decided 
talent for accurately copying other 
people’s signatures. This would have 
been of little value to him in the way of 
making a living, but he was likewise 


ESTABLISHED MARCH 24, 1933 


* 


RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


238 Communities 
in New England 


For more than one hundred years, this 
bank has served the commerce and industry 
of its territory. With correspondent banks 
located in 238 other New England commu- 


nities, including every major business area, 
it is equipped to handle promptly banking 
transactions of every type. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET + BOSTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


blessed with a personality that inspired 
confidence, wore his clothes with ease 
and aplomb, possessed a gift of con- 
versing wittily and well, and, to finish 
off, was well grounded in his knowledge 
of psychology. 

Mr. Adams’ methods were plain and 
simple but very effective—so effective 
that he hoodwinked one-half the paying 
tellers in some cities, separating their 
banks from a considerable portion of 
their assets. He devoted to each insti- 
tution only about half the time it took 
him to finish one of the expensive cigars 
he regularly enjoyed while engaged in 
transactions of a financial nature. 

Through underworld contacts Mr. 
Adams secured papers, letters, registra- 
tions, lodge cards and other means of 
identification that thieves collect with 
negotiable loot. He had means of se- 
curing these articles in all the large 
cities he visited. Useless and incrimi- 
nating to gangland, they were of great 
use to Mr. Adams. He used them as a 
means of identification when he passed 
forged checks bearing signatures copied 
from the cards and letters. 

His checks were original works of art, 
not altered or raised, but so perfect as 
to signature that experts were baffled 
in determining between the real and 
spurious. In addition to Adams’ tech- 
nical excellence with the pen he was 
also possessed of a passion for detail and 
order. He spent only one day a week in 
the work of negotiating his checks, the 
remainder being spent in ground work 
and preparation. 

It all took daring and superior acting, 
but behind a bulwark of magnetic per- 
sonality, linguistic training and educa- 
tion, Mr. Adams carried on with great 
success for a long period. When he was 
finally apprehended, he had toured the 
country from coast to coast and left in 
his wake a string of disillusioned mer- 
chants and bank clerks. 

When the police entered his luxurious 
home they found great parcels of checks 
all ready to be cashed. Mr. Adams 
believed in keeping his work up to date 
and he had made several thousand at 
one protracted spell of labor, pre- 
sumably so that he might have more 
time to devote to his social ground work. 

He was arrested only once, but that 
was enough. He was sentenced to prison 
for ten years. If his talents had been 
properly directed he would have been 
worth a substantial annual salary to 
any legitimate firm. 

Joun B. HitTcHIncs 
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Good Will Through Personnel 


HE success of any bank depends a 

great deal on the quality of the 
service which it renders to the public. 
Furthermore, the task of increasing the 
volume of business which we are at the 
present time enjoying is mainly one of 
improving the service to our customers. 
A satisfied customer is a bank’s best 
advertising medium. 

The problem of improving the service 
of a banking institution is chiefly one of 
personnel. This is where we must build. 
A contented personnel inspired with a 
sincere personal interest in the bank’s 
success is the goal for which all sensible 
managements will strive. The following 
suggestions will be helpful in creating 
within the employees the attitude of 
mind which is so necessary. 


FIRST—GOOD PAY 


ADEQUATE compensation heads the 
list. In banking as in any other busi- 
ness the management gets just what it 
pays for. Cheap help can easily prove 
to be very expensive. Bank employees 
as a group should receive sufficient 
remuneration to permit them to asso- 
ciate with people of equal standing. 
The type of business they attract to 
the bank depends almost entirely on 
their social life outside of banking 
hours. 

Seniority rights should be rigidly 
recognized except where such a policy 
interferes with the efficiency of the 
bank. However, the word “efficiency” 
as used here is meant to cover a great 
deal of territory. Very often a certain 
individual can actually perform the 
work involved but may not be of the 
proper temperament or personality. In 
deciding whether a certain person can 
handle a position efficiently all these 
things should be considered. Also every 
effort should be made to promote from 
the ranks in filling vacancies. 

Employees should be permitted to 
borrow from their institutions in reason- 
able amounts for worthy causes. Rates 
should be, if possible, slightly lower 
than those charged the public for the 
same type of loan. Besides creating 
good will, such a policy may prove to 
be some protection against the tempta- 
tion of those in financial straits. 

It is impossible to obtain proper 
cooperation from employees unless 
they have respect for the sincerity of 
the management and its policies. A 
lack of respect for the bank’s manage- 
ment on the part of employees would 
be very noticeable to the public and 


December 1937 


would unquestionably be reflected in 
the volume of business transacted by 
the bank. One of the first essentials in 
developing this respect for management 
is to have a very definite line of au- 
thority and responsibility. The re- 
sponsibility for the management of 
any bank is vested in its directors. It 
is their duty to create and adopt the 
policies which are the controlling factors 
in operations. They are usually assisted 
by various committees composed of 
their own members. The operating 
policies agreed on by the board are 
placed in effect by the president of the 
bank, who is directly assisted in his 
management duties by other executive 
officials. These policies are passed on 
down the line through the junior 
officers, department heads and clerks, 
until eventually they reach the least 
important employee. 

All orders and instructions coming 
from outside a department intended for 
individuals within that department 
should be directed to the department 
head. He in turn should pass the word 
down to the persons interested. 


HAMMERMILL 


COMPANY 


Nothing breaks down the morale of 
an organization so quickly as to have 
its members receiving orders from so 
many different sources that they find 
themselves puzzled to know just who is 
their boss. Their instructions and 
criticisms should come from one source 
only—their immediate superior. 


SIMPLE CHARTS ARE HELPFUL 


ALONG this line an organization chart 
is very helpful in assisting the em- 
ployees to visualize just how their 
particular positions fit into the general 
scheme of activities. This is nothing 
more than a skeleton drawing which 
traces the flow of authority and re- 
sponsibility from the board of directors 
down through the various committees 
and individuals. 

If the above and similar policies are 
practiced by bank managements the 
increased loyalty and enthusiasm which 
they instill within the personnel will 
prove very beneficial in attracting new 
business and more securely aligning 
present customers with the bank. 

J. W. MILLER 


. ERIE, PENNSYLVANIA 
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Personal Propert 
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The Factor speaks: 


A merchant of London 


in the year 1635 wrote | 
to his factor in a foreign | 
land, asking him to send | 
by the next ship ‘‘2 or 3 | 


capes”. The ink 

rather poor, and by the 

time the letter reached 

its destination the ‘“‘r’’ 

and the 
out. Great was the merchant’s astonishment 
to receive seventy-five very amusing ani- 
mals, with an apologetic letter from his fac- 
tor promising to send “the remainder 128” 
by the next vessel. He thought that the 
merchant had ordered 203 apes. @ This hu- 
morous incident is noteworthy for two rea- 
sons. First, it shows that factors were serving 
the needs of merchants over 300 years ago. 
Second, it indicates that the extent and va- 
riety of their services were such that no re- 
quest, however strange, seemed to them im- 
possible of fulfilment. @ With activities ex- 
tending from coast-to-coast and overseas, 
the modern factor today serves hundreds of 
clients in diversified industries. 


“THE FACTOR” on request 


James Talcott, Inc. 


225 Fourth Ave. New York City 


was | 


“c” had faded | 


CREDIT COMPANY 
Capital & Surplus Over $64,000,000 


FOUNDED in 1912, with $300,000 
* capital, Commercial Credit Company 
is today one of the largest institutions 
of its kind. It operates through more than 
4,000 employees in 
more than 186 offices 
in the United States 
and Canada, and is 
owned by more than 
20,000 stockholders. 


BANK RELATIONS DEPT. 
100 E. 42nd St., New York 


Short Term Notes 


Limited amounts 
upon request— 
at current dis- 
count rates. 


10-Ib. Family Ass't. 
Delicious SUN-RIPE Fruits 
Packed in 2 Redwood Boxes 


2, Ibs. LARGE WHITE FIGS 
Ibs. CALIFORNIA DATES ($3.0 
Ibs. MAMMOTH PRUNES 
2/2 Ibs. WHITE RAISINS 
Send no money now. Pay me after you taste them. 
If they are not the most delicious dried fruits ever 
w 


Express Prepaid 


Canoga Farms, R.F.D. 22, Reseda, Calif. 
Gentlemen, kindly send me your special family size 
assortment of SUN-RIPE fruits all charges prepaid. 
after sampling the fruits I am not entirely 
satisfied I will return the rest to you at your ex- 
I will send you the $3.00 by return mail. 


If you wish to send check with order I will 
nclude free a sample of my delicious DATE-NUTS. 


Salesmen— 
Directors 


** & BANK director,” says one cashier. 

“is like an account. He is either 
active and valuable, or dormant and not 
a great deal of help. It’s not an easy job, 
but it’s worthwhile to get the inactive 
directors aggressively interested in the 
welfare of the bank. 

“A few years ago when we had diffi- 
culty in getting a quorum at our board 
meetings, we decided to do something 
about it. We had an officers’ meeting 
and talked over our bosses, the direc. 
tors, and as a result we put on a sales 
campaign. The directors were the pros- 
pects and the officers the salesmen. Each 
officer took the director he knew best. 

“For example, the president drew a 
man who was listed as a ‘capitalist’ on 
the statement of condition,—that is, he 
did nothing but manage his own invest- 
ments. Among his securities was a block 
of the bank’s stock. The stock has al- 
ways been fairly closely held, but at 
that time a good deal of it could be 
bought at depressed prices. So the presi- 
dent went to the director and urged 
that he place a standing order to buy 
about all that was offered. The director 
demurred, as we thought he would, on 
the ground that the stock didn’t pro- 
duce enough income. 

“But that was just the lead the presi- 
dent wanted. He showed how the bank 
could earn more and hence could prob- 
ably pay a larger dividend, if certain 
things were done to develop the busi- 
ness of the trust department. All that 
was needed, he said, was for the right 
man, whom the bank hadn’t been able 


to find, to see the right people. 

“The director responded. ‘I can get 
those people,’ he said, adding, ‘If I did, 
could you pay another 50 cents a year 
on a share?’ 

“The president told him that the 
bank probably could do just that, and 
you can guess what happened. That di- 
rector has been buying the bank’s stock 
ever since, and recommending it to his 
friends. 

“Then there was my prospect. He isa 
lumber dealer and he was so dormant 
that we didn’t even have a good account 
from his company. I didn’t know what 
to do about him until the FHA came 
along. Then I talked to him and he 
talked to the building contractors. Be- 
fore he got through, we were in the posi- 
tion of having every builder in town 
selling FHA loans for us.” 

Joun FARNHAM 
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Machines That | 
Do Business 


UMAN ingenuity being thoroughly 

dependable, it is safe to assume 
that many office machines and gadgets 
have yet to be invented. At the mo- 
ment, however, BANKING’s reporter 
who visited the National Business Show 
in New York has no suggestions for new 
ones; he is still bewildered by the cur- 
rent mechanical efficiency experts he 
saw there. 

The exhibits, covering three acres of 
floor space, included countless devices 
for increasing administrative and oper- 
ating speed, economy and effectiveness. 
Obviously, a complete report of what 
was shown would be impossible, so 
BANKING looked for new machines and 
refinements of old ones. Here is a brief 
report on various items of interest. 

Burroughs Adding Machine Company: | 
A duplex adding machine that lists two | 
sets of figures at the same time, ac- 
cumulating a separate total of each; 
direct subtraction, a new calculator 
development; a new column selection 
feature on the electric typewriter. 

Dictaphone Corporation: A conference | 
recorder which makes a permanent | 
voice record of meetings; an improved 
transcribing machine that embodies 
the latest principles of acoustics. 

Allen Wales Adding Machine Cor pora- 
tion: Twenty models of machines 
marketed in the last two years, refined 
to the latest point in efficiency. 

Ediphone: A new precision shaver | 
combining several improvements in the 
delivery of cylinder surfaces; also a | 
new method of marking the index slip. 

International Business Machines Cor- 
poration: An automatic duplicating | 
summary punch which reads classifica- 
tions and totals from an alphabetic 
bookkeeping and accounting machine, 
and records them on a card; also an | 
automatic alphabetic interpreter which 
reads and prints names punched on a 
card and prints them. 

Monroe Calculating Machine Com- | 
pany, Inc.: An extensive line of ma- | 
chines—accounting, check writing, | 
bookkeeping, posting, figuring, etc. 

National Cash Register Company: | 
The usual complete assortment of 
machines to do typewriting-bookkeep- 
ing, posting, accounting, analysis, check- 
writing and signing, etc. 

Underwood-Elliott-Fisher: A showing 
of varied office equipment, including | 
posting machines and a universal ac- | 
counting machine with new refinements. | 
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One account— 
many correspondents 


Imagine correspondents in 305 
California communities all closely iden- 
tified with every phase of business, 
industry, and agriculture! The services 
of these correspondents are available 
to you through ONE account with 
California’s only statewide bank, which 
has more than 1,500,000 depositors 
throughout California. 


Inquiries regurding this responsive 
statewide service are given prompt 
attention. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


The siatewise Nassonat Bank 


MAIN OFFICES 
San Francisco: No. 1 Powell Street 
Los Angeles: 660 So. Spring Street 


OVERNIGHT 


COLLECTION ano TRANSIT 
SERVICE 


AIRMAIL- Coast to Coast 
RAIL MAIL Within 500 Miles 


The Omaha National Bank is ideally located to provide unusu- 
ally quick service on your collection and transit items. 

Favorable evening departures of air and rail mail give overnight 
delivery to east and west coasts, as well as points on our northern 
and southern borders. 

By virtue of these advantages The Omaha National Bank has 
developed speed and efficiency in handling items for corre- 
spondents. Your inquiries are invited. 


The Qmaha 
National Bank 


Member Federal Deposit Insurance Corporation 
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Loans to Bank Employees 


N important element in business 

management is the method by 

which temporary financial aid is ex- 
tended to employees. 

In setting up a workable system in 
one financial institution having approxi- 
mately four hundred employees, a list 
of key employees qualified to administer 
a loan fund was first prepared. A com- 
mittee was then selected consisting of 
two employees chosen from this list for 
a six months’ term; two junior officers 


likewise to serve for six months; and 
the personnel officer as chairman. 
Notification to the employees of the 
inauguration of this plan was in the form 
of a letter from the president describ- 
ing its purpose in a few words—“ for 
emergency uses”’. 

The personnel officer’s assistant acts 
as a permanent secretary to the com- 
mittee. All of its books are subject to 
regular inspection by the auditing 
department. The bank account is kept 


Buffalo Savings Bank, air conditioned by Carbondale 


The meaning of 


“Air Conditioned by CARBONDALE” 


ITH 1938, Carbondale enters its 39th year of specialization in highest 
grade refrigeration and air conditioning. 


In 1902, years before the present-day term “air conditioning” was known, 
Carbondale installed a successful cooling system in the Hanover National 
Bank, New York City. This was soon followed by what was then the world’s 
largest refrigeration system for comfort cooling, in the New York Stock 
Exchange. Today, many banks and other institutions are air conditioned 
by Carbondale’s newest equipment designs. 


“Air Conditioned by Carbondale,” therefore, signifies the modern appli- 
cation to your conditions of years of specialization, research, designing, 
building, and installing, not only in banks but in all fields. 


Carbondale engineers, thoroughly qualified by this exceptional accumu- 
lation of experience, will gladly study your conditions, advise, and quote 
... with no obligation to you whatever. 


CARBONDALE 


DIVISION 
WORTHINGTON PUMP AND MACHINERY CORPORATION 


CINCINNATI 
General Offices: HARRISON, NEW JERSEY NEW 
Ni 


ALLA iT PAUL 
PHILADELPHIA FRANCISCO WASHINGTON 
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PITTSBURGH SEATTLE 
Outs 


ST. 
CHICAGO DENVER KANSAS CITY Representatives in Principal Cities of Foreign Countries 
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under the name of the loan fund com. 
mittee in a separate banking institution 
bank statements being forwarded qj. 
rectly to the comptroller. Any two 
officers sign checks, so that semi. 
annual filing of new signature cards js 
unnecessary. 

All loans are evidenced by a signed 
promissory note to the order of the loan 
fund committee and are on a demand 
basis. No interest is charged. 

There are two distinct types of loans 
or applications, the temporary or short 
term and the long term or amortization 
loan. The temporary loan is for a sum 
not to exceed $20, which can be granted 
by any one committeeman and must be 
paid in full on or before the next pay 
day. The application form for this type 
of loan is a simple one. It is signed and 
dated by the committee member author- 
izing the loan and is addressed to the 
committee’s secretary, whom it instructs 
to disburse the amount by check to the 
applicant upon receipt of a properly 
signed note. 

A loan for a larger sum, not to exceed 
a month’s wages, may be obtained by 
filing a more complete application. In 
this form the employee states length of 
service (at least six months is required), 
department, amount of loan, reason for 
borrowing and total current indebted- 
ness. He agrees to repay the loan within 
a period of 10 months in 20 equal 
instalments falling due on each pay day. 


REPAYMENT 


EMPLOYEES can make repayments of 
their loans to the secretary. The com- 
pany does not follow the practice of pay 
envelope extraction. Questions of in- 
ability to pay, requests for extension of 
payments, etc., are handled entirely by 
the committee. Delinquencies are re- 
ported at committee meetings and 
members are responsible for collections. 
This seldom occurs, as a delinquency 
“without permission” affects the bor- 
rower’s credit should he desire to apply 
for a second loan. Constant borrowers 
are singled out and are permitted to 
borrow a lesser sum each time. 

The results of this plan are interesting. 
The committee members enjoy their 
responsibility, have shown an extreme 
interest and have frequently mentioned 
how instructive this work has been. 
The method of repayment of loans has 
encouraged a cooperative spirit among 
the employees. It has given some a les- 
son in building a good credit standing. 

HeEsBert H. HERZO0G 
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New Offi 
DIRECT in Washington 


| announcing removal of the Wash- 
ington headquarters of the American 
For 


Bankers Association from the Colorado 

Building to the Washington Building 

; about December 1, Dr. Harold Stonier, 
collection of Executive Manager of the Association, Th rough 

items on the stated that the headquarters were be- 


ing expanded and the scope of theactivi- 
Mi SOUTH ties augmented in order to serve the The Yea rs 
E interests of all member banks and 
: trust companies. The existence of the 
F.D.L.C. and the wider regulatory pow- Complete facilities for han- 
ers of the Federal Reserve Board have 
greatly increased the extent of Federal dling a bank's business on a 


islation affecti bership of 
mutually satisfactory basis 


The office will be under the direction . 
th | relation- 
THE of D. J. Needham, General Counsel of and: 


the Association, who will reside perma- ship established by our 
nently in the capital city. Assisting him 


N AT () N A [ R A N K will be J. O. Brott of the Legal Depart- officers and territorial rep- 
ment. Other members of the Legal staff 


will be available to assist in the func- resentatives — reasons why 
OF MEMPHIS tions of the enlarged office. The Wash- 
ington Building is at Pennsylvania 
Avenue and 15th Street. Thomas B. small, have accounts with 
Paton, Jr. continues as assistant in 
charge of the Association’s Legal De- the First National Bank in St. 
partment work in New York City. 
The headquarters of the National 
Bank Division are being moved from 


Washington to New York. Deputy 
Manager Edgar E. Mountjoy, as Secre- F | R ST 


tary of the Division, will continue in 
charge. Thus the work of the Savings, N ATI O N AL 
State Bank, National Bank, and Trust 
Divisions of the Association will be 3 AN K 
centered in the national office. 

IN ST. LOUIS 


D. J. Needham Broadway + Locust + Olive 


many banks, both large and 
Memphis, Tenn. 


Louis “through the years.” 


Willingness alone is not enough , 
for good Insurance Service. 
Experience and training are a 
just as necessary. Employers 
Mutual is old in years but 
fresh in outlook. The result is 
that policyholders of its Work- 
men's Compensation, Public Board. 
and al- 

ied forms of Insurance receive 

unusually competent service 


as well as complete safety and . NEW DEVELOPMENTS 


maximum potection. 


This is a time when well informed di- 


EMPLOYERS MUTUAL are pillars 
LIABILITY INSURANCE CO. 


means of which your bank can supply 
HOME OFFICE: WAUSAU, WIS. this magazine, each month, to all or 


e selected members of your board. The 
cost is negligible. 


Branch offices in the principal M than housand banks are 
cities of the Middle West. Con- 


alt > making profitable use of it. 
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FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 


Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 


Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 
Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


re Further information and circulars can 
be obtained from 


CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
31 Nassau Street 


DIVIDENDS 
ARMOUR 2° COMPANY 


(ILLINOIS) 


On October 22 a dividend of fifteen cents 
(15c) per share on the common stock of 
the above corporation was declared by 
the Board of Directors, payable Decem- 
ber 15, 1937, to shareholders of record at 
the close of business November 25, 1937. 


On October 22 a quarterly dividend of 
one and three-fourths per cent (1%%) 
per share on the issued and outstanding 
7% Cumulative Preferred Stock, and a 
dividend of one dollar and a half ($1.50) 
per share on the issued and outstanding 
$6.00 Cumulative Convertible Prior Pre- 
ferred Stock of the above corporation 
were declared by the Board of Directors, 
both payable January 2, 1938, to share- 
holders of record at the close of business 
December 10, 1937. 


E. L. LALUMIER, Secretary 


ARMOUR 4x0 COMPANY 
OF DELAWARE 


New York City 


GrorGE E. ANDERSON (Social Se- 
curity Tax Burden, p. 15) is a Washing- 
ton journalist who follows closely events 
and trends in the world of business and 
finance. 


ALBERT W. Atwoop (Some Matters 
of Importance, p. 19) has long been a 
contributor to leading national maga- 
zines. 


STEPHEN LeEacock (Can Professors 
Teach Bankers?, p. 20) sends this arti- 
cle from Montreal, home of McGill Uni- 
versity, where he is head of the political 
economy department. 


E. SHERMAN Apams (Reserves Against 
Bond Declines, p. 22), specialist in the 
investment problems of smaller banks, 
concludes a discussion begun in the No- 
vember issue. 


Harr F. Ranney (Investing for Price 
Stability, p. 23) is in the bank service 
department of R. W. Pressprich & 
Company, New York. 


This Month’s Authors 


Joun H. BousHa tt (The Countess dy 
Croquinole, p. 24) is trust officer of the 
First National Bank, Tampa, Florida. 


* * * 


RotF NuGEnt (The Growth of Per. 
sonal Lending, p. 26) has contributed a 
number of articles to BANKING on the 
subject in which he specializes as head 
of the Department of Remedial Loans, 
Russell Sage Foundation. 


* * * 


Epwarp H. (The Invest- 
ment Counsellor, p. 27) is associate 
financial editor of the Herald Tribune, 
New York. 


* * * 


E. S. (Management Ex- 
perience Chart, p. 28) writes frequently 
for BANKING on problems related to 
bank operation. 


* * * 


F. BrapsHAw Makin (England’s 
Cheap Money Problems, p. 31) is a 
student of and writer on monetary 
matters in Great Britain. 


* * * 


ROBERT ARKELL (Research That 
Cuts Losses, p. 32) is research director 
for the J. L. Hudson Company, Detroit. 


On October 22 a quarterly dividend of 
one and three-fourths per cent (13%) 
per share on the Preferred Capital Stock 
of the above corporation was declared by 
the Board of Directors, payable January 
2, 1938, to stockholders of record at the 
close of business December 10, 1937. 


E. L. LALUMIER, Secretary 


1905 Pine St. e St. 


Use in place of wax to safeguard 
valuable mail. Save postage, time; 


ST. LOUIS STICKER CO. 
Louis, Mo. 


R. W. Hotrensecx 
President 


Personal Loan 
Insurance 


Banks with Personal Loan Departments will be 
interested in our Personal Loan Insurance which 
operates without cost to the bank. Our Company 
has many years’ experience with Personal Loan 
banking and has always specialized exclusively 
in providing this constructive banking feature. 


We Solicit Your Inquiry 


The Credit Life Insurance Co. 


HIOME OFFICE 


Springfield, @bio 
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BANKING’S Contents, December 1937 


Condition of Business METHODS AND OPERATIONS 
A Word on Public Relations (New Books) 
Washington Briefly 

Housing Bonds As Investments 

H.O.L.C. Interest 

Social Security Tax Burden 


Promoting Staff Efficiency 

Safekeeping 

Postage and Envelope Economy 
Professional Co-Signers 

Organization Charts 

Direct Mail Clearing 

New Business Production 

Staff Participation in Business Development 


Investing for Price Stability The Worthless Check Hazard 
The Countess du Croquinole 


The Growth of Personal Lending 


The Investment Counsellor Foreigners’ Investments Here 


Management Experience Chart Supervise Your Construction Loans 
State Association Resolutions Christmas Clubs 


England’s Cheap Money Problems 

Research That Cuts Losses 

The Next Federal Reserve Chapter (Pictures) Vike 
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Banking and Local Industry (Pictures) New Office in Washington 
Calendar and Conventions This Month’s Authors 
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To the men engaged in the Banking business, 
investment is an important issue. They know by 
experience the value of accurate selection of se- 
curities best adapted to their depositors’ funds. 
Their first consideration is the choice of safe and 
reliable investments which can meet their de- 


mands unfailingly. 


It is natural, therefore, that a large number of 


Bankers and business men, when selecting their 


— 
COMMERCIAL UNION ASSURANCE COMPANY, LT1 f 
AMERIC AN CENTRAL INSURANCE COMPANY 
COLUN BIA CASUALTY COMPANY 
CHE PALATINE INSURANCE COMP. 


GYE 


THE CRITERION OF SAFE INVESTMENTS 


STOCK COMPANIES 
THESE COMPANIES WRITE PRACTICALLY ALL CLASSES OF INSURANCE EXCEPT LIFE 


insurance carrier, look upon the COMMERCIAL 
UNION GROUP as one of the strongest and 
most reliable Organizations in the world. The 
COMMERCIAL UNION GROUP is a crite- 
rion of safety. 


Amply financed, ably managed, renowned for 
honest dealing, the COMMERCIAL UNION 
GROUP has provided sound insurance protec- 
tion to individuals, to industry and to business 


for many years. 


) 


VNSURANCE COAIPANY 


BANKING 


GROUP 
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BANKING’S DIGEST—DECEMBER 1937 


| What’s the Matter with Business? 
Our Foreign Trade 
Self-Government for Welfare 
Unseat King Spending 

A Railroad Must Eat 


Consumer Banking 


The Trail Ahead 

A Potential Frankenstein 

Toward a New Age 

Bankers by Profession 

Hope Is Greater Than History 

The Need for Facts 

Balanced Budget Preview 

Chemistry Works for the Farmer 

A Few Steps from Confiscation 

The Goal of Bank Supervision 

Books of the Future 

Progressive Bank Service BERT H. WHITE 
More Important Than Money ................ J. F. T. O°CONNOR 
Medievalism in 1937 

Broader Trust Service F. I. COLLINS 
Public Approval WILLIAM H. NEAL 
A Suggestion for Savers 

The Business Contraction 


Unjustifiable Taxes 
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Joun Srer.ine, the mythi- 
cal banker in this series of 
radio programs 


The American Bankers Association presents 
a series of 15-minute, transcribed 


RADIO PROGRAMS 


for local broadcast by member banks 


th ipa radio series will provide member banks with a new ap- 
proach to their public relations problems. It offers the oppor- 
tunity for banks to talk to large groups, and through the spoken 
word to humanize banks and banking services. 


Light, tuneful music and dramatized banking stories combine 
to give these programs wide entertainment and educational 
value. Provision is made, in each program, for individual local 
announcements. 


Member banks are urged to use these programs cooperatively 
through local or regional groups, wherever possible. In this way 
the maximum number of institutions will benefit, at a low 
pro-rated cost. 

For full information, write to the 


ADVERTISING DEPARTMENT 


AMERICAN BANKERS ASSOCIATION 


22 E. 40th Street + New York City 
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What’s the Matter With Business? 


Epwarp B. HAtt, of Harris, Hall & Company, Chicago, 
before the INVESTMENT BANKERS ASSOCIATION OF AMERICA, 
as President. 


BVIOUSLY, the immediate outlook for new capital 
financing is discouraging. It is a matter of general 
knowledge that a great many plans on the part of corpora- 
tions to raise new capital have been abandoned or indefinitely 
postponed because of the lack of either investment or 
speculative demand. 

The present slump in business and markets is particularly 
discouraging because it comes just as we seemed to be making 
some real progesss in recovery from the great depression. 
With reference to the figures on new capital issues, seven 
years have now passed, if you include an estimate for 1937, 
since there has been anything like a normal amount of such 
financing, treating the average for the 1920s as normal. Not 
since 1930, when the volume was nearly four and one-half 
billions, has there been a year in which the total exceeded 
about one and one-half billions. 

Anyone connected with finance is frequently asked what 
caused this slump, and many different answers are given. 
The most common answer is lack of confidence in the future 
of American business. This seems correct as far as it goes, 
because confidence is obviously lacking when the shares of 
good companies sell at only about five times this year’s 
earnings. That doesn’t mean that investors will not part 
with their money unless there is a good prospect of a return 
of 20 per cent per annum. It can only mean they have no 
confidence that this year’s earnings will be duplicated. 

But that merely puts the question more concretely. Why 


do people lack confidence in the future of American business 
and American markets? 

Passing over those answers which have a partisan political 
flavor, there are the uncertainties attendant on disturbed 
conditions in Europe and the Orient; the spectre of the un- 
balanced Federal budget which has been with us for years; 
the fear, closely related to the unbalanced budget, that 
American business cannot stand up under the tax burden, 
coupled with the harmful effects of the capital gains tax and 
the tax on undistributed profits. And I think that the un- 
satisfactory financial condition of our railway system is 
probably a more important depressing factor than is gener- 
ally realized. Nor do I overlook the other great utilities that 
could be expected to spend a great deal of money for expan- 
sion under more favorable circumstances. Emphasis is 
placed on the railroad problem because its importance 
seems to be less generally recognized at present. 

Some of the causes mentioned are beyond the control of 
anyone in America, but something could be done by Congress 
about these two unsound methods of taxation which in ef- 
fect offer immediate cash prizes for the conduct of one’s 
business and personal affairs in a manner which otherwise 
would be contrary to prudence and common sense. 

And I want to emphasize as strongly as possible that if 
there is any soundness in the almost unanimous view of 
business men that these two forms of taxation are seriously 
disrupting the orderly processes of investment and financial 
management, their abolition or amendment is of vital per- 
sonal interest not only to investors but also to every worker 
on a payroll and every man on relief who hopes to get a job 
in industry. 


Our Foreign Trade 


James A. FARRELL, Chairman, National Foreign Trade 
Council, and Chairman, Foreign Commerce Committee, 
U. S. Chamber of Commerce, before the NATIONAL FOREIGN 
TRADE CONVENTION. 


ILE it is generally accepted that our national econ- 

omy is absolutely dependent upon our foreign trade, 

there is less conscious recognition of the fact by many Ameri- 

can industries of its value to them individually in times both 

of prosperity and depression. In foreign trade especially, 
intermittent effort is fatal to success. 

The hopes which were centered in legislative plans for the 
building up of the mercantile marine to the nation’s require- 
ments for trade and defense have not been fulfilled. The 
creation of a Maritime Commission under the 1935 Shipping 
Act revived confident expectations that American flag ships 
would share in a larger proportion than at present in the 
carrying and passenger traffic of the world, but to carry out 
the intentions of the Act, it now is necessary that the Mari- 
time Commission recommend modifications of the Act to 
provide for the building of suitable and sufficient vessels, 
and for such powers of administrative authority in respect to 
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subsidies as will encourage private shipowners to build and 
operate the new vessels required to restore the American 
merchant marine. 

Even if the necessary changes in the Act are made upon 
recommendation of the United States Maritime Commis- 
sion, which will permit building ships of the most modern 
and efficient type, in great number, nothing much could be 
gained unless provisions are made by law to adjust maritime 
labor disputes which are discouraging investment in 
shipping enterprises. 

To the question so often asked: Where shall we find mar- 
kets in the future? I would answer that the future of Ameri- 
can export trade will be more secure the greater the diversity 
of the finished products it comprises. In finished manufac- 
tures classified as specialties the small industry as well as the 
large may play a constructive part in building up and main- 
taining our foreign trade and thereby strengthening the 
national economy. If I may paraphrase the saying of Aris- 
totle about the study of politics, I may add that the end of 
the study of economics is not knowledge but practice. 
Foreign trade should be carried on as intensively as domestic 
trade. 
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T. JEFFERSON CooLincE, Vice-president, First National 
Bank of Boston, before the INVESTMENT BANKERS ASSOCIA- 
TION OF AMERICA. 


i it necessary, or wise, to transfer the care of our people 
from their elected local representatives to presidential 
appointees? Do we want a bureaucracy in Washington 
running our affairs? It surely is not consistent with our great 
past. The centralization of power in a remote government 
was exactly what our ancestors tried to prevent through the 
constitution. 

My suggestion is that the Federal Government at once 
give up the direction of all the varied welfare work having 
to do with the individual, and turn the full responsibility 
back to the states and local governments. Furthermore, this 
could be done without creating financial difficulties. 

The essential expenses of the Federal Government are 
3,900 million dollars annually. These can be met adequately 
through the proceeds of the income, gift and inheritance 
taxes, plus customs. Other tax receipts could be distributed 
to the states on an agreed upon basis, perhaps in proportion 
to their population, to enable them to care for the welfare of 
their citizens. Minor taxes and the capital stock tax could 
well be repealed. The taxes on alcoholic beverages and to- 
bacco, and excise and social security taxes could be collected 
at present rates. These four would bring in about two and a 
half billion dollars and this money would place the states and 
local governments in position to conduct their duties effi- 
ciently. 


WALTER E. Spaur, Professor of Economics, New York 
University, before the THRIFT AND SECURITY FOUNDATION. 


{mow real difficulty today lies in finding ways to revive a 
recognition of the virtues of thrift and of saving. Some 
things should be undertaken that many of our people will 
resent. For example, it should be made clear to the general 
public that instalment buying is a dangerous device. It 
involves the mortgaging of one’s future income for the sake 
of present enjoyment. But future income is ordinarily less 
certain than future needs; therefore it would be more logical 
to reverse the process and to see to it that future enjoyment 
is assured by saving part of present income. Emergencies, of 
course, often require levies upon these uncertain future in- 
comes, but buying on the instalment plan, as practiced to- 
day, has reached far beyond the demands of emergency. 
Today we euphemistically call such practice “budgeting 
one’s income.”’ Besides the fact that this method of buying 
mortgages one’s future income, it is a very expensive practice. 

The public should also be awakened to the fact that dan- 
gers lie in creating purchasing power against debts which are 
not clearly self-liquidating. This is being done in a multitude 
of ways today. A very large proportion of our bank deposits, 
which are payable upon demand, rests upon the Govern- 
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Self-Government for Welfare 


Unseat King Spending 


I am making no argument as to the need of furnishing 
these particular sums but am merely taking the situation as 
it now exists. The states, each for itself, would determine the 
best use of the funds to meet their own particular welfare 
problems, and could adjust their own taxes to the situation, 
I would point out that these are consumption or payroll 
taxes, well suited to distribution in accord with population— 
that there is a certain justice in distributing welfare money 
so much per person through our sovereign state governments, 
and also that these taxes are far more difficult for the in- 
dividual states to collect, than through a central agency. 

The Treasury would thus become collecting agency for 
the states on certain sound taxes, not easily collected by the 
states individually. There is nothing startling in this. We 
see like action between the state and local governments, 
and the government of the Argentine has recently consoli- 
dated taxes along these lines with excellent results. The 
great advantage of the method is that it would restore state 
and local government responsibility, and relieve the Treas- 
ury of the United States from unwarranted pressure. 

If we agree that we desire to retain self-government by the 
people, then we must necessarily agree that the state and 
local governments are capable of caring for their citizens and 
the property of their citizens. I refuse to admit that we, asa 
people, are prepared to turn over to Washington bureaus 
control over our individual welfare. 

I am convinced that such a policy is destructive of self- 
government, and is contrary to the welfare and happiness of 
the people. 


ment deficit which could not possibly be paid for an indefi- 
nite length of time. This is currency inflation. 

Since an inflated currency is one that is not self-liquidating, 
it must be fought for the evil that it is. It is probably one of 
the worst devices ever created by humanity to deplete sav- 
ings and to cause human suffering. It probably has exceeded 
wars in its diabolical results. 

Efforts should be made to obtain the repeal of those un- 
fair taxes on corporations and their surpluses which have 
the effect of dissipating corporate savings. The drives for 
balanced governmental budgets and for curbs on wasteful 
spending and debt accumulation should continue and, if 
possible, be made more effective. 

The unsound and heretical notion that spending rather 
than saving is a wise procedure and has virtue has become 
king in this country since 1932; it is as though the court fool 
has been placed in the seat of government. For the good of 
the nation this popular foolishness should be unseated and 
sanity returned to its proper position in our economic, social, 
and political life. 

It is easy to suggest that these things be done; but to 
formulate effective ways to accomplish these aims presents 
appallingly difficult problems. It seems clear that some 
process of popular education should be devised. 
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FarrmaNn R. Dick, Senior Partner, Dick & Merle-Smith, 
New York, and Chairman of the Railroad Securities Com- 
mittee, I.B.A., before the CHAMBER OF COMMERCE OF THE 
Srate OF NEw YorK. 


is my opinion that the problem of railroad credit not 
it can be solved but will be solved as soon as it is fully 
realized that the disease is inadequate earnings and not the 
burden of debt. 

For the past 50 years, certain railroad burdens have been 
increasing; taxes, for example, have gone up tenfold and 
labor and other costs likewise have advanced very ma- 
terially, and this increasing burden of costs, other than in- 
terest, has been somewhat obscured by the decreasing bur- 
den of interest. The increases in burdens other than interest 
have been such that out of $1 of gross revenues received 
today, the railroads have left over for net but 15 cents, 
whereas during the period of sound railroad credit condi- 
tions in the past, double this amount, or 30 cents, was avail- 
able. 

The reason this maladjustment between expenses and 
revenues was not perceived earlier in all its seriousness was 
because railroad gross revenues had so far outstripped rail- 
road capitalization that with the larger gross prior to the 
depression, the margin of profit seemed reasonably adequate. 
At that time, fixed charges consumed but 11 cents out of 
every dollar of gross revenues. Unfortunately, however, a 15 
cent margin is highly unstable if there is a material increase 
in expenses or a decrease in gross revenues. Forty years ago, 
a 15 per cent decline in rates, other things being equal, would 
only cut the net in half. Today, under the same conditions, a 
15 per cent reduction in rates would entirely eliminate net. 
Forty years ago, a 30 per cent increase in wages would cut 
net in half; under present conditions, a 30 per cent increase 
in wages would leave no net whatsoever. If the railroad prob- 
lem is to be solved, therefore, it must be done by correcting 
the maladjustment between expenses and revenues so that 
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weaken.—HERBERT HOOVER. 


THOMPSON, journalist. 


December 1937 


A Railroad Must Eat 


Greatness 


Remedy 


Royalists 


Principles 


not only is the net adequate in itself but furthermore, less 
sensitive to changes in costs of operation or in gross revenues. 
I do not feel pessimistic as to the ultimate outcome be- 
cause I do not believe there is any economic obstacle to an 
adjustment of rates and expenses which will permit the 
restoration of a sound relationship between railroad reve- 
nues and expenses. This means, of course, that I do not regard 
truck or waterway transportation as a serious barrier to 
accomplishing the desired results. The most important 
factor in accomplishing such a result, in my opinion, is a 
realization of the true nature of the problem by the public 
at large and governmental bodies in particular. In connec- 
tion with this, I suggest that you read the last decision of the 
Interstate Commerce Commission, known as Ex Parte 115, 
pages 727 to 733. I will quote briefly from this decision on 
page 732: 
Looking ahead as best we may, the present unsatisfac- 
tory financial condition of the railroads can be corrected 
only by a material improvement in the spread between 
revenues and expenses. Do the facts of record warrant an 
“informed judgment” that the necessary improvement in 
this respect can be anticipated within the reasonably near 
future without an increase of rates? 
And on page 733, 
We are unable to conclude that the necessary improve- 
ment in the spread between revenues and expenses can be 
anticipated within the reasonably near future without an 
increase of rates 
These two quotations indicate that the true nature of the 
malady is fully realized by the Interstate Commerce Com- 
mission. Please do not interpret my optimism for the future 
as a market forecast, but merely as an expression of opinion 
on my part that once this maladjustment between expenses 
and revenues is recognized as the real disease from which the 
railroads are suffering, the railroad credit problem can be 
solved. It is, in my opinion, unjust to attribute to Section 77 
of the Bankruptcy Act the delay in solving this problem. 


A NATION is great not through dams in its rivers or its ships on the sea or the deposits in its 
banks. It is great by the moral fiber and character of its citizens. Nations die when these 


J BELIEVE that if the existing laws which hamper business recovery should be promptly 
repealed or adequately modified, the automatic result would be that industrial production 
would increase and that the existing business depression would be checked.—WINTHROP W. 
ALprIcH, Chairman of the Board, Chase National Bank. 


Our campaign against the economic royalist is about played out. It will only revive with 
real popular support if the economic royalists again regain a large part of their power and 
abuse it—and then it will revive, I can assure you, with a virulence not yet seen.—DoROTHY 


“Our Statement of Principles of Trust Institutions, adopted in 1933 by the American 
Bankers Association, is sound and should apply to all banks operating a trust department, 
—J.F. T. O’Connor, Comptroller of the Currency. 
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Artour W. Newton, Vice-president, First National 
Bank of Chicago, before the Morris PLAN BANKERS 
ASSOCIATION. 


oe some time past, we in the First National Bank of Chi- 
cago have kept a composite of the statistics of about 20 
representative finance companies with which we do business. 
Comparisons show, generally speaking, a deterioration in the 
situation; for instance, the percentage of new car retail paper 
on hand to total retail for the companies in question had de- 
clined from 65.56 per cent on December 31, 1935, to 54.96 
per cent on June 30, 1937, whereas during that same period 
the percentage of used car retail had increased from 34.44 to 
45.04—certainly a change for the worse. 

In the same period, that is to say a year and a half, the 
percentage of new car wholesale to total wholesale dropped 
from 78.87 to 67.45, whereas the used car wholesale increased 
from 21.13 to 32.55. Turning to the question of maturities, 
I find that on December 31, 1935, the percentage of retail 
maturing in six months was 62.09, which by June 30, 1937, 
had dropped to 52.97. In the same period, retail maturing in 
12 months fell from 92.19 to 85.30, whereas in that period 
retail maturing over 12 months increased from 7.18 to 14.70 
per cent. 

As a result of this extension of terms, the per cent of cash, 
wholesale, retail, and other receivables maturing in six 
months to debt, which on December 31, 1935, was 108.78, 
had by June 30, 1937, declined to 95.85, and the same items 
for the 12 months maturity declined from 143.76 to 134.77. 

It is interesting to note, however, that notwithstanding 
this increased liberalization of terms, repossessions to net 
worth actually show a decline from December 31, 1935, from 
1.57 per cent to 1.22 per cent by June 30 of this year, and the 


Puit S. Hanna, Editor, Chicago Journal of Commerce, 
before the KENTUCKY BANKERS ASSOCIATION. 


—" will say it is a fault, but I have never yet seen a bad 
situation develop in the United States out of which I 
could not see a silvery lining in the clouds. I can see tremen- 
dous eventual good coming out of the foolish things we have 
been doing but I cannot forget that in economics, as in life 
in general, you never get anything for nothing. 

What the short-term effects of over-spending and under- 
working are going to be I can only guess at. In France, where 
they have been following the economic formulae of the New 
Deal for many years, the price has been a lowered standard of 
living, a loss of trade and a loss of ability to stand up with the 
other leading nations of the world. France has devalued 
twice since 1926 and today, after a very recent devaluation, 
the franc is selling at a new bottom. You cannot watch the 
trend of affairs in France—remember that we are following 
her prescription as to over-spending, price-fixing and under- 
working—and fail to be concerned thereby. 
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Consumer Banking 


Babes in the Woods 


loss to retail liquidated declined from 75/100 of 1 per cent to 
64/100. Let it be remembered, however, that the period ] 
have mentioned has been one of a rising tide of prosperity, 

Turning now from the amounts of paper on hand at given 
dates to the volume of business for the period, very much the 
same picture is disclosed. For instance, purchases of new car 
retail for the December 31, 1935, period showed 58.85 which 
had declined by the June 30, 1937, period to 52.11, whereas 
during the same period used car retail purchases increased 
from 41.15 to 47.89. 

However, I think the greatest change that has taken place 
is in the new car paper maturing longer than 18 months 
which for the December 31, 1935, period was 2.36 per cent; 
this by June 30, 1936, had jumped to 21.52 by December 31, 
1936, it had further increased to 29.73, and notwithstanding 
the apparent efforts of many finance companies to improve 
terms, the June 30, 1937, period showed a percentage of 
34.66. In other words, in four six-monthly periods the per- 
centage of new car paper purchased running in excess of 18 
months increased from 2.26 to 34.66—not a very healthy 
showing. 

Turning to the volume of used car paper running in excess 
of 12 months, one finds very much the same picture—a per- 
centage of 20.65 in the December, 1935, period, which had in- 
creased to 36.32 by the June, 1937, period. 

During the periods, the new car paper with a down pay- 
ment of less than 33% increased from 20.95 to 29.62, and 
used car paper with a down payment of less than 331 for the 
same period increased from 20.65 to 36.32. 

I think it will be agreed that the figures I have given show 
an unhealthy trend which, if persisted in, could, with a de- 
cline in general business prosperity, bring considerable 
losses. 


But the silvery lining in our case is that we owe our debts 
to ourselves. Whatever price we must pay for trying to per- 
suade ourselves that a government can conduct its affairs 
on a spendthrift basis, without eventually spreading the cost 
over all citizens, will be a home affair. We can thank heaven 
that we have a superabundance of nearly everything, that 
we have a system of railroads and highways (and more ma- 
chines and power per capita) superior to that of any nation 
on the globe. With these assets, and our thinking straightened 
out, we can recoup and rebuilt faster than any nation any- 
where. 

When you stop to think about it, we are really babes in the 
woods as regards government and economics. Our British 
cousins, with centuries of financial and economic wisdom in 
their hides, where we have but a few generations of it, have 
faith in our coming out on top. They know that fertile land 
and abundant other resources provide us with a buffer that 
in the long run will absorb all of our economic mistakes. 

All one can say with any degree of candor about the busi- 
ness outlook right now is that if the causes which have 
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brought the present hesitation are being corrected by such 
hesitation and the changing sentiment, there could well be 
clear sailing ahead. We have only partially filled up the gap 
of under-consumption which began in 1930. We have a tre- 
mendous well of credit which is being only half used. Billions 
of private capital are waiting and anxious to enterprise in the 
thousands of new articles and devices which the inventors 
have been at work on for seven years, few of which have 
found their way into manufacture and sale. 

But will our present day rulers permit these tools to be 
used? Have the labor royalists begun to consider how restric- 
tions are affecting payrolls? Have the agricultural royalists 
learned anything from the AAA experience? Do they still be- 
lieve they can outguess the weatherman and nature? Finally, 
have the political royalists, who are managing our money, 


come to consider seriously the realities that lie along the road 
of rising taxes and legislatively forced diminishing private 
profits? 

Several times during the past four years I have come to the 
conclusion that the combination of artificial forces working 
against prosperity was about to injure Federal credit. On 
each occasion we have pulled out of the mud and gone ahead. 
We may do just that this time. But like a man taking bromo 
seltzer for over-eating, after each relief the succeeding dose 
of stimulant must be larger. You well know what happens in 
the end. 

In my humble opinion I am brash enough to believe that 
this time some of the people in our fair land have seen the 
light. Whether there are enough to force a mending of our 
flapper economic ways I do not know. 


The Trail Ahead 


Orvat W. Apams, President, American Bankers Associa- 
tion, before the NEBRASKA BANKERS ASSOCIATION. 


OU and [are interested in the preservation of the Ameri- 

can banking system as it has heretofore existed and now 
exists; a system the mature product of long and steady 
growth, reflecting changes in economic and industrial condi- 
tions occurring with the development of our country; a 
system consequently, peculiarly adapted to meet the needs 
of our people. That system is based upon those fundamental 
principles which underlie the great concept of states’ rights 
—namely, that we should build from the bottom up and not 
from the top down; that control should lie with those pos- 
sessing the necessary information on which to act; that 
problems, local to a group, a city, or a state, should be de- 
cided by those affected thereby and not by others. It is that 
system upon which American government, American indus- 
try, American finance, has been built. It is the exact opposite 
of the system embodied in the governments of Russia, 
Germany and Italy today. 

You and I are concerned to see that the American banking 
system shall never be diverted from its proper function of 
serving the needs of industry and of the individual self- 
reliant man or woman engaged in making his or her own way 
toward an old age competence. 

Therefore, we necessarily are concerned with any proposal, 
with any indicated tendency leading or looking toward a 
change in our banking system, which might, in improper or 
unskilled hands, result in diverting the resources of such 
system, to ends other than those above outlined. On the 
contrary, we must all rejoice at any happening tending 
toward the preservation of such system. 

I am sure you all felt, as did I, deep gratification in the 
resolution adopted at the recent meeting of the American 
Bankers Association, pledging that Association to oppose 
with all its resources, any attempt to legalize branch banking 
across state lines. It was especially gratifying that this reso- 
lution should have been adopted without a single dissenting 
voice. 

The Association, by the adoption of this resolution, has 
placed itself squarely on record against a direct attempt to 
impair our traditional banking system, and so far, this is 


December 1937 


good and encouraging. But we must not deceive ourselves, 
grow overly optimistic and think that the fight is won and 
the system preserved. There will still be attempts, and vigor- 
ous ones, notwithstanding the position of the Association, to 
legalize branch banking across state lines. What has been 
accomplished has been to organize ourselves in opposition to 
such attempts when they occur. Moreover, a legalization of 
branch banking across state lines is only one of a number of 
ways in which our existing banking system may be impaired 
and perhaps ultimately destroyed. 

Compulsory membership in the Federal Reserve System 
or in the Federal Deposit Insurance Corporation may in 
time produce as serious results. Unification of supervision in 
whatever form leads in the same direction, and in the last 
analysis unification, so-called, will be found to be synonymous 
with destruction of our present banking system. Never for 
a moment should the state departments surrender to other 
agencies their statutory rights of supervision. Close coopera- 
tion between supervisory agencies is one thing—surrender of 
statutory functions by a state agency is quite another thing. 
Let us keep our eyes open and be not deceived in this respect. 

The abandonment of the office of Comptroller of the Cur- 
rency is being advocated. I cannot but feel that should this 
proposal be enacted into law, it would constitute a first step 
toward that so-called unification of the banking system 
which means the destruction of state autonomy in banking, 
the loss of those safeguards essential to the preservation of 
our traditional banking system. 

A like danger lies in the proposed Government ownership 
of the Federal Reserve System. Such ownership would create 
a banking monopoly and what could be more vicious—what 
could be more repugnant to the American people, than such 
a monopoly? 

If the American banking system is to be preserved, a place 
of refuge for banks, when conditions become intolerable, 
must be preserved. When hasty, ill-considered legislation 
would impair or destroy the usefulness, the proper function- 
ing of national banks, it must always be possible for such 
banks to enter the state system, with the privilege at the 
same time of surrendering their membership in either the 
Federal Reserve System or the Federal Deposit Insurance 
Corporation, or both, and conversely, under like conditions, 


85 


0 
I 
y. 
e 
ar 
h 
aS 
ad 
ce 
hs 
it: 
1, 
g 
ve 
of 
18 
y 
d 
he 
e- 
le 
ts 
irs 
en 
lat 
a- 
on 
ed 
y- 
ne 
ish 
in 
ve 
nd 
at 
isi- 
ve 
G 


state banks should have the privilege of entering the na- 
tional system. To illustrate: What do you think would have 
been the rate of assessment of the Federal Deposit Insurance 
Corporation today had it not been possible for national 
banks to convert into state banks at the time a confiscatory 
figure for such assessment was proposed? 

The American banking system may likewise be impaired 
or destroyed and so-called unification be brought about by 
rendering unprofitable, bank operation. The banking system 
cannot serve the country unless it be permitted to conduct 
its normal operations at a profit. So long as human nature is 
what it is, mistakes will be made, unforeseen contingencies 
occur, losses be sustained. The capital structure of banks 
must be kept in sound condition just as the physical equip- 
ment of a railroad must be kept in sound condition if the 
public is to be well served. 

At this very moment money management has reduced in- 
terest rates to so low a point that banks are having difficulty 
in making reasonable earnings, and we cannot but look with 
concern on the fact that the conditions occasioning such 
money management continue to exist; to threaten a con- 
tinuance of such money management, notwithstanding the 


growing evidence that they can never be remedied thereby 

In support of proposals to make membership in the Fed. 
eral Reserve System compulsory, it is argued that only 
when the banking system is so unified can money manage- 
ment be made effective. I wonder whether we will not some 
day realize that unsound money cannot be managed. Money 
created to meet the demands of political expediency is wild 
money—it cannot be put to harness—it cannot be managed 
or controlled. In the long run, all efforts to do so must fail 
from the very nature of the thing sought to be managed. On 
the other hand, when sound money has been restored, the 
need of money management will largely disappear. Sound 
money can be put to harness. It wants to work. It is willing 
to do its part in the functioning of business. 

If the American banking system is to be preserved, banks 
must continue to be managed by their officers and directors 
and not by their debtors. 

We must not overlook for a moment the fact that diversi- 
fication in loans and investments is essential to the preser- 
vation of such management. We must not forget that to 
surrender in any degree such management is to violate the 
duty we owe our depositors. 


A Potential Frankenstein 


Tuomas W. Lamont, of J. P. Morgan & Company, before 
the ComMMERCIAL CLUB OF CHICAGO. 


HERE is an impression, rather prevalent among us, that 

because our foreign trade normally is only 10 per cent of 
the country’s entire turnover, therefore such 10 per cent is 
rather negligible and we could lose the most of it and still do 
very well on the remaining 90 per cent. 

Such a notion has been exploded again and again, yet it 
still persists. Its fallacy lies of course in the fact that the 10 
per cent of foreign trade is a marginal part, and that it falls 
in certain key industries (counting agriculture as an indus- 
try). The ruin, even partial, of such industries would work 
havoc with certain regions of the country and would throw 
out of employment millions of persons. Figures along this 
line have been quoted many times, but it never does any 
harm to repeat them. They are drawn from the reports of 
various Government bureaus. 

Prior, then, to the years of the depression, during which 
all foreign trade has fallen off, we exported in certain im- 
portant fields roughly the following percentages of our total 
production: cotton, 50 per cent; wheat, 20 per cent; leaf 
tobacco, 40 per cent; lard, (almost) 50 per cent; rice, (almost) 
33 per cent; dried fruits, (almost) 50 per cent; office appli- 


ances, (over) 30 per cent; agricultural machinery, 25 per 
cent; automobiles, 18 per cent. 

It must be clear that if, under the operations of the Neu- 
trality Act, we start in on a scheme of embargoes on any 
scale that would be effective—and the embargo of finished 
munitions alone would be of little use unless wheat and cot- 
ton were added to the list—the consequence of such a policy 
—dquite aside from considerations of international politics, of 
building up ill will for ourselves, of losing valuable foreign 
markets permanently—is that we shall be calling down 
on ourselves a handsome fresh depression all our own. 

For the measure of such loss of foreign markets as would be 
involved is not merely the exports thrown away, or of the 
money value of them; but it lies further in the loss of employ- 
ment in thousands of lesser industries and commercial enter- 
prises that, for their prosperity, are dependent upon these 
very exports which I have mentioned. And such unemploy- 
ment would affect seriously farms and industrial centers. 

So, when we talk about the entanglement of foreign wars, 
one of the important things for the country to do is to con- 
sider whether, in our Neutrality Act and its obvious tend- 
ency towards isolation, we have not swung just to the other 
extreme and deliberately created for ourselves a veritable 
Frankenstein of war entanglement and many new problems. 


Toward a New Age 


Epwarp L. OsTENpDorrF, President, American In- 
stitute of Real Estate Appraisers, before the Mort- 
GAGE BANKERS ASSOCIATION OF AMERICA. 


- is evident to all thinking men that the future will 
be so unlike the past that we may consider it a 
new age, dominated by a new type of civilization. 


This means that much of what we have learned in 
the past about values and procedures may have no 
application in the practices of the future. It is expe- 
dient, therefore, that we devote careful study to the 
changing needs and the changing attitudes of peoples 
in relation to real estate. 
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Bankers by Profession 


CHARLES F. ZIMMERMAN, President, First National Bank, 
Huntingdon, Pennsylvania, before Lebanon County (Penn- 
sylvania) Chapter, AMERICAN INSTITUTE OF BANKING. 


[ is proper that the young men and young women who are 
taking or have taken the study courses of the American 
Institute of Banking be regarded as bankers by profession. 
A profession is defined as any occupation which involves 
special mental or other attainments or some form of special 
training or discipline, whereby we succeed in adding qualities 
of understanding and heart interest to that which we are 
doing with our hands. 

I have the thought that every true workman, man or 
woman, has this same opportunity in practically every in- 
dustry and every line of endeavor even though his or her 
work may in itself be dull and prosaic. When our jobs as 
bank employees are properly conceived of under the rules of 
free enterprise in America, I can think of no reason why our 
finest impulses and greatest enthusiasms should not be 
called forth, principally because we are being afforded an 
open door to ever widening opportunities for personal service 
as the years keep rolling onward. 

We should remind ourselves even at the risk of seeming 
trite and old-fashioned that purposeful work, even though it 
be in the face of difficulty, is the best friend of every worthy 
youth. It is the foundation upon which the average young 
person can rise above his fellow. It is the foundation upon 
which countless people who have devoted themselves to 
their jobs have succeeded in building this great nation. 

In taking a glance back to the beginning of my practical 


experience in the bank, I am struck forcibly by the vast 
changes that have intervened in bringing about the banking 
practice of today. While in the main, over-the-counter work 
remains just what it was then, all the elements involving 
bank management have grown more and more complex. 
Efficiency in banking is much more dependent upon under- 
standing than it is upon the facility with which any of us 
who are employed in banks can close up our desk or counter 
work correctly and call it a day every day, essential as this is 
in the work of every bank. 

Bank management and the extension of banking service to 
the patrons of banks in our day are hedged about with such a 
formidable body of laws and ramifications in banking and in 
economic practice, as to cause every one of us to wonder 
about the possibility of ever being able to grasp them very 
comprehensively. It is perhaps not too difficult for those of 
us who have followed for let us say 25 years, the devious 
course of events in the investment world, in state and Federal 
legislation governing banking and credit organizations and 
agencies of every conceivable kind, and in the present weird 
and fantastic array of taxes and tax regulations,—saying 
nothing of the Social Security legislation—to have some 
degree of understanding of what this so-called system of ours 
is all about. 

For those of you who are the bank officers of the future 
there is no side-stepping the challenge you are facing, where- 
by the future recognition you may obtain on a sound footing 
must more and more depend upon your individual grasp of 
the element of scholarship, supplementing your everyday 
handling of the practical work in the bank. 


Hope Is Greater Than History 


HAROLD STONIER, Executive Manager, American Bankers 
Association, and Director, Graduate School of Banking, 
before the SaviINGS BANKS ASSOCIATION OF THE STATE OF 
New York. 


ew future of the savings banks depends primarily upon 
intelligent, alert men who manage and operate these old 
institutions. 

The savings banks have always been faced by a challenge. 
The first challenge was in the early 19th century and it was 
the challenge of poverty for people were living in what might 
be termed an economy of scarcity. The challenge lay in the 
question as to whether people of small means could really 
help one another. The savings banks in those days—a time 
when the Industrial Revolution was beginning to have an 
effect upon our economic organization—had little competi- 
tion. Commercial banks had no savings deposits and did not 
solicit small accounts. Furthermore, the mutual savings 
bank gained prestige because it did not have note circulation 
rights which had thrown commercial banking into disrepute. 

There is another type of challenge to the modern savings 
banker, for the youth of today is being taught to spend 
whereas the youth of yesterday was taught the virtue of 
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savings. Today the challenge arises from the economy of 
abundance, for this economy has brought into being great 
competition for deposits and a vastly increased competition 
in the financing of homes and for bond distribution in which 
the savings bank was for years almost the only agency 
available. 

The challenge today lies in how the savings banker meets 
the changing and economic social order. The savings banks 
have had a long and distinguished record in the life of Ameri- 
can homes and in the institutions of American life. They 
have been instrumental in building cities, railroads and 
other great improvements through the purchase of bonds. 
The savings banker has done a good job and a constructive 
job as banker for the masses. 

But in America hope is greater than history. Savings 
bankers appreciate that the tempo of life has changed and 
that old practices must be modified and new ones adopted. 
If, for instance, the commercial bank is now in the savings 
field permanently, perhaps the savings bank of the future 
will have to offer certain facilities of commercial and trust 
banking heretofore confined to other types of institutions. 
It would be desirable to have our banking system arranged 
in logical order as far as functions are concerned. 
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The Need for Facts 


ROBERT STRICKLAND, President, Trust Company of Georgia, 
Atlanta, before the Kentucky BANKERS ASSOCIATION. 


E are not, as a class, students of the facts of our busi- 

ness. Indeed, despite the mass of unrelated banking 
literature now extant, there exists no comprehensive, impar- 
tial, authoritative source for banking facts at the moment. 
Not since the Aldrich Commission of a quarter century past 
has such a fund of information been available. The appear- 
ance before Congressional committees on the Banking Acts 
of 1933 and 1935, of bankers from all over the country who 
could only state opinion, unsupported by authoritative facts, 
illustrated forcibly this need. The F. D. I. C. compilations, 
which should be studied by every banker, are the best sources 
for data on bank operations today. Scant as they are—and it 
is to be hoped such studies will be extended—they offer a 
great light on phases of our business. Research studies in 
many states have proven definitely valuable, and it is to be 
hoped that soon bankers everywhere will join in supporting a 
plan to compile the facts about banking in understandable 
form for the benefit of the public and of the business of bank- 
ing itself. Finally, it is to be hoped that we may establish 
in the legislative mind that the privately-owned, chartered 
banking system of America is an essential protection to the 
right of private property and national progress that must 
not be subjected to the schemes of radicals or idealists. 


These corrections, of viewpoint and action within our busi- 
ness, of contact and relation with the public, and particularly 
of influencing the course of future banking legislation, are 
imperative. They cannot, they must not, be left for casual 
consideration later on. 

Nor can they be done by divided effort. Controversial] 
issues must be settled within our own ranks, in the light of 
accurate information, so that we do not appear before the 
public, or in legislative halls, so weakened by factional views 
as to permit easy defeat of sound proposals and the substitu- 
tion therefor of untried, fantastic schemes. 

We must agree among ourselves as to what form of bank- 
ing, if any, we will adopt; whether we will fight for a dual or 
a unified system of control; whether it is wise to have univer- 
sal Federal Reserve membership and, if so, with what modi- 
fications, and what banking functions may safely be dis- 
charged in the public interest by a single corporate entity. 
Let the leaders of opposing thought on these questions meet 
and by a process of give and take, establish a policy accept- 
able to American banking. Once determined, a united front 
should be presented on all occasions, and aggressively these 
policies should be pursued to adoption. Bankers unwilling to 
enter such an exchange of views, or to abide by decisions so 
reached, may well be charged in history with the sabotage of 
our traditional independent American banking system. In a 
word, unity must be our guiding principle. 


Balanced Budget Preview 


HENRY MORGENTHAU, Jr., Secretary of the Treasury, 
before the ACADEMY OF POLITICAL SCIENCE. 


I AM fully aware that many of our problems remain un- 
solved. I am aware that there still remains a considerable 
volume of unemployment; that the speculative markets 
have recently been under severe pressure; and that our busi- 
ness indexes have recently shown a declining tendency. I am 
further aware that some persons contend that another great 
spending program is desirable to ward off the risk of another 
business depression. 

I claim no prophetic insight into the future. But, after 
giving serious and careful consideration to all of these and 
other factors, I have reached the firm conviction that the 
domestic problems which face us today are essentially differ- 
ent from those which faced us four years ago. Many meas- 
ures are required for their solution. One of these measures, 
but only one, in the present juncture is a determined move- 
ment toward a balanced budget. 

The basic need today is to foster the full application of the 
driving force of private capital. We want to see capital go 
into the productive channels of private industry. We want 
to see private business expand. We believe that much of the 
remaining unemployment will disappear as private capital 
funds are increasingly employed in productive enterprises. 
We believe that one of the most important ways of achieving 
these ends at this time is to continue progress toward a 
balance of the Federal budget. 


To attain an ordinary balancing of the budget next year— 
that is, a balance after full provision for accruing liabilities 
for old-age benefit payments, but exclusive of debt retire- 
ment—it would be necessary to accomplish a net improve- 
ment of about $700,000,000 in our budgetary position, as 
last estimated. To be prudent, we should not count on an 
increase in revenues next year from the existing tax struc- 
ture. Nor should we impose additional taxation. Instead, we 
should plan to bring next year’s expenditures within this 
year’s income. 

But where can cuts totaling $700,000,000 be made? After 
a careful study of the whole problem, I have come to the 
following conclusion: On the one hand, while everything 
possible is being and will be done to keep a tight rein on the 
regular operating expenditures of the Federal Government, 
including the national defense and interest on the public 
debt, I do not believe that we can find large savings in this 
field. Further, our expenditures under the Social Security 
Act will increase next year. 

On the other hand, by focusing attention on the several 
classes of expenditures that have been mainly responsible for 
our past deficits—namely, public highways, public works, 
unemployment relief and agriculture—it is apparent that 
great savings can be made. Let me give you an idea of the 
possibilities for savings in these fields. 

First, take the item of highway expenditures. Prior to the 
depression the Federal grants to the states for public high- 
way construction generally ran under $100,000,000 annu- 
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ally. This year the total Federal outlays for highways, in- 
clusive of emergency expenditures, are estimated at 253 
millions; and, in addition, the existing highway programs 
call for new appropriations totaling more than $400,000,000 
for the next two years. I believe it is now time to return to 
the average annual level of highway expenditures that ex- 
isted prior to the depression, especially because during the 
past few years many other millions of dollars have been 
spent for highways out of relief appropriations. 

Second, there is the field of public works, other than high- 
ways, on which we are spending 573 millions this year. This 
isa greater sum than the total spent for this purpose during 
the entire five-year period between 1926 and 1930, inclusive. 
Next year, despite the fact that there will be available from 
appropriations and allocations already made for this purpose 
more than 600 millions, I believe that we can and should 
move definitely toward a lower level of public works outlays. 

Third, I sincerely hope that employment conditions will 
make possible a further substantial reduction in our outlays 
for unemployment relief and the CCC camps. During the 
present fiscal year, by reason of more active private business, 
these expenditures are already being reduced by more than 
750 millions below last year’s. 

I turn next to our expenditures on behalf of agriculture. 
The total of this year’s expenditures, exclusive of public 
highways, for the regular activities of the department, the 
soil conservation program, rural electrification, resettle- 
ment, commodity loans and lower interest rates for Federal 
and land bank borrowers, exceeds $900,000,000. Despite the 
magnitude of this sum, you are all aware that possible further 


measures involving large additional expenditures are now 
being discussed. 

I am strongly in favor of a long-range program to main- 
tain the independence and the purchasing power of the 
farmer. Such a program must take into consideration the 
farmer’s opportunities in the foreign markets as well as in 
those at home; and no agricultural program can long endure 
which makes excessive demands upon the Federal Treasury 
or is unfair to consumers. The farmer himself does not want 
subsidies, but rather such fair prices and such balanced pro- 
duction of crops as will make subsidies unnecessary for his 
decent economic status. 

Balancing the budget is as much in the interest of farmers 
as in the interest of other parts of our population; and it 
requires the cooperation of the farmer as well as of other 
sections of the public. 

Only with the solid backing of the public can we hope to 
achieve economies totaling 700 millions in the four fields that 
I have cited. 

There may be some persons who could counsel a more 
drastic reduction of expenditures or a program of far heavier 
taxation in order to make certain a more substantial reduc- 
tion in the public debt in the next fiscal year. There are 
serious objections to either of these courses. I have already 
indicated that I believe it undesirable to increase taxation. 
There are equally compelling reasons why we should not 
reduce expenditures too suddenly or too drastically. I 
strongly favor a vigorous program for the progressive reduc- 
tion of Federal expenditures to the minimum demanded by 
the Government’s responsibilities. 


Chemistry Works for the Farmer 


H. E. BARNARD, Technical Director, National Farm 
Chemurgic Council, Inc., before the MoRTGAGE BANKERS 
ASSOCIATION OF AMERICA. 


I bees United States has an agricultural plant, valued at 55 
billion dollars, ready, able, willing to produce food for 
man and raw materials for industry, without limit. 

It is obvious, however, that wholesale displacement of 
horses and mules by motorized equipment and intensive cul- 
tivation since the World War of large areas in foreign lands 
have caused a gradual shrinkage, both in domestic and ex- 
port markets, equivalent to the productive capacity of al- 
most 100,000,000 American acres. 

Hence, ruinous prices for American cotton, cereal and 
certain other crops are an inevitable consequence after years 
of high or abnormal productivity unless an alternative is 
found. 

It is idle to advocate an artificial crop control, which in- 
evitably stimulates foreign competition and thereby further 
shrinks foreign markets, unless other steps are taken to pro- 
tect the farmer from such ruinous prices. 

Where are the new markets that will absorb the full pro- 
ductive capacity of American agriculture? What will pro- 
mote economic security and industrial peace? What will 
relieve the burden of taxes caused by unemployment? What 
can be done to create new opportunity for the idle man? 

These are questions which every business man must face 
—for the answer, in a free country, will not be found through 
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government edict, but through the courage of private initia- 
tive, free enterprise and American inventive genius. Whether 
it be economic insecurity or unemployment, or shrinkage in 
farm markets, no one remedy will suffice. 

But there is an approach to the answer, which, more than 
anything else, will help the American people once again to 
embrace the virtues of self-help and self-reliance. 

As the nation’s hope, we advocate the creation of new in- 
dustries which rely principally on farm crops for industrial 
raw materials. To accept this challenge requires that every 
facility for scientific research and engineering development 
in its broadest sense be employed. 

For this purpose the United States has many millions of 
dollars invested in publicly owned laboratories and in agri- 
cultural and engineering experiment stations. The problem 
of coordinating these state and Federal activities with the 
talent found in the research laboratories of American in- 
dustry, and joining with it the productive capacity of Ameri- 
can agriculture and the resourcefulness of private enterprise, 
all combined in frontal attack on the dual problem of idle 
men and idle acres, is the task undertaken by the National 
Farm Chemurgic Council and the several state councils 
which have recently been organized. 

Briefly stated the purpose of the Council is to unite the 
three great forces—agriculture, industry and science in a 
common purpose—to advance the industrial use of American 
farm products. That is the meaning of chemurgy—chemistry 
at work for the farmer. 
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S. KNnupsEN, President, General Motors Cor- 
poration, before the AssociATED INDUSTRIES OF Massa- 
CHUSETTS. 


I DO not want ever to be in a position of criticizing our Ad- 

ministration, but I do think that all this hue and cry about 
collective bargaining could have been considerably less ex- 
pensive if some ground rules had been set up. As it was, the 
early stages of the conflict resembled very much a ball game 
without an umpire, and with everybody in the grandstands 
hollering advice. 

I think that with the Wagner Act in force, everything de- 
pends upon whether it will smooth out or lessen industrial 
stoppages. If it won’t, it will probably fall of its own weight, 
or it will be necessary to strengthen it so that it will function 
in an orderly manner. To say that it is the Magna Charta of 
labor is all right, but it must prove its value in giving men 
uninterrupted work with consequent better earnings, or it 
will be a Magna Charta no longer. 

The manufacturers in the automobile industry will obey 
the law. It is a pity that politics seem to demand that men 
shall be accused publicly before they are brought before the 
law. Calling each other names will fix nothing. The motives 
for muck-raking are always questionable. 

Collective bargaining will eventually become orderly, but 


T. CrowLey, Chairman, Federal Deposit Insurance 
Corporation, before the KEnTucKy BANKERS ASSOCIATION. 


r retrospect, the failure of bank supervision better to 
accomplish its purpose seems to have resulted from the 
interplay and cumulative effect of many complex economic 
and political factors. First in importance among these factors 
I would list the failure to maintain sound bank supervisory 
policies unremittingly regardless of fluctuating economic 
conditions. 

The most impressive display of the disastrous possibilities 
of such a shortcoming occurred during the 20’s and the early 
30’s. During and prior to the 20’s banks accumulated a large 
volume of assets of a substandard character. Such assets 
were undesirable to have in the portfolios and were the first 
to become worthless under the pressure of adverse economic 
circumstances. While the supervisors’ authority to exercise 
some control over the character of assets has been consider- 
ably less in the past than the public has generally believed, 
it is none the less true that supervisors in general were not 
sufficiently firm in insisting that the banks eliminate their 
losses and their criticized assets during prosperous times. 
Had the banks possessed a better class of assets in the early 
30’s they would not have had to accentuate the already 
declining prices by calling questionable loans and dumping 
low grade securities on the market. On the other hand, they 
would have been able to stand by as a stabilizing influence. 

Inadequate control over banking practices is a second 
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A Few Steps from Confiscation 


The Goal of Bank Supervision 


in order to have intelligent collective bargaining both sides 
must know the facts and be willing to present the facts, 
When they are known there is seldom much trouble about a 
settlement. 

American industry must go forward, fight or no fight. Let 
us hope we can go forward peacefully and in an orderly 
manner without class cleavage entering into the question, 
Our standard of living has been obtained by narrowing the 
gulf between capital and labor. To widen it will unquestion- 
ably tend to lower this standard of living instead of raising it. 

Taxation of capital is just reaching the point where it is 
but a few steps ahead of confiscation, and we all know what 
that means. I sincerely trust that ways and means will be 
found to arrest this class movement. 

I think there is a place in the picture for both capital and 
labor, and that place can best be determined by an examina- 
tion into the economics of both sides. I think that labor’s fair 
share in the proceeds of business should be determined by 
what the pay envelope buys, and that the relationship of 
costs to prices should be examined before a false money 
standard per day or per annum is proposed. 

You know we cannot grow corn by killing the farmer. 
Management has to keep the wheels of industry going. The 
profit motive cannot be destroyed without destroying private 
capital, which means destroying private industry. 


factor which has impaired the efficacy of bank supervision. 
The actual police powers of bank supervisory officials have 
always been somewhat less than is commonly believed. For 
the most part, the only statutory weapon granted super- 
visors to enforce observance by banks of legal requirements 
has been to place an offending bank in liquidation. Naturally 
authorities hesitate to apply so drastic a measure. In the 
more nebulous but equally important field of controlling 
banking practices not defined by law supervisors have until 
recently been absolutely powerless, having to rely for correc- 
tion of unsound practices entirely upon moral suasion. 
Inadequate control over expansion in the banking system, 
likewise, has greatly hampered supervisors’ efforts to mini- 
mize losses to depositors. So long as supervisors are required 
by law to grant charters to all who apply and so long as 
supervisors’ decisions with respect to the advisability of new 
banking facilities can be overruled by some person or by 
some body not familiar with supervisory policies, banks will 
fail unnecessarily and depositors will suffer. It is necessary, 
too, that the chartering and control of financial institutions 
other than banks be coordinated with supervision of banks. 
The development of a uniform and effective financial pro- 
gram requires that banks, building and loan associations, 
credit unions, and all similar thrift and loan institutions 
shall work toward the same end, under uniform supervision. 
It is likely that the failure to recognize the essential 
similarity between circulating notes and bank deposit cur- 
rency contributed to the loss record of the last 70 years. At 
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any rate, it would be interesting to know what line of reason- 
ing led to the conclusion that circulating notes of banks need 
be fully secured by cash or immediately convertible securities 
and that a cash reserve of seven or ten per cent offered 
commensurate protection for demand deposits in banks. 

Another intangible but undoubtedly important factor 
contributing to the unsatisfactory record of bank supervision 
has been the primacy of political and personal considerations 
in supervisory decisions. How illogical it is that the super- 
vision of financial institutions, a task calling for infinite 
ability and for long-range planning and consistent and im- 
partial execution of policies, should be little more than a 
poorly paid political plum. 

I attach particular importance to the fact that banking 
reforms in this country have always waited until periods of 
financial and economic crisis made further delay impossible. 
The reforms have been almost invariably curative rather 
than preventive—specific rather than fundamental. The 
story of the development of our bank supervision is a story 
of repeatedly plugging the holes in our dike without seeming 
to realize that its foundation rested on quicksand. I quite 
realize the lazy attraction of status quo and the tremendous 
force of human inertia against change of any kind. However, 
one would expect bankers, as leaders in the business life of 
their communities, to see and to admit shortcomings in the 
banking process as these shortcomings become evident. It is 
natural to assume that bankers would realize that the pur- 
pose of proposed reforms is to achieve results, not merely to 
undertake “‘change for change’s sake.”’ Yet bankers, on the 
whole, have opposed vigorously—sometimes even bitterly 
—every important reform that has been introduced in this 
country. How much more valuable would this expenditure 
of effort have been if bankers had faced the facts, subordi- 
nated their vested interests, and waded in themselves to 
achieve a solution of their problems. And how much misery 
and economic waste would have been spared if bankers, 
supervisors, and legislators had taken the time to work out 
together a sound operating basis for the banking system 
instead of waiting for economic catastrophes to hold up the 
weaknesses of that system to the shriveling heat of trial by 
fire and to the bitter gaze of a disillusioned and impoverished 
people. 

The goal of present day bank supervision is not the com- 
plete regimentation of the banking profession which so many 
bankers seem to fear. Supervisors clearly realize the dangers 
of an autocratic application of arbitrary standards to every 


Books of the Future 


Henry A. WALLACE, Secretary of Agriculture, at 


the preview of the New York Times NATIONAL Book 
Farr. 


OST of the young people of the next generation 

are not going to read the powerful books of the 

past if they can possibly avoid it. But many of them 

will read the powerful books of the future. The stage 

is now being set. Humanity everywhere is hungry 
both for a new freedom and a new discipline. 

The truly significant books of the immediate future 
in both the economic and scientific fields will deal 
with coordination and synthesis. More and more 
humanity is feeling disappointment in the destructive 
and unbalanced effects of analytical science and 
laissez-faire economics. 

The future requires powerful books which will 
point the way for a recoordination of knowledge in 
the service of the economic and artistic and spiritual 
needs of men. Great and powerful books, I feel sure, 
are now unconsciously in the making in the minds of 
scientists and other students of human affairs, and, 
as they emerge, are bound to create these new and 
greater human values in terms of an abiding and all- 
permeating sense of the general welfare. 


transaction of every banking institution. Likewise, they real- 
ize that a completely unregulated, and individualized pursuit 
of the banking business would end disastrously. Somewhere 
between those extremes exists a middle road which leads to a 
sound and prosperous banking system and to safety for 
depositors. It is that road we must find and follow. 

In the last analysis, bankers themselves determine the 
extent to which their activities must be supervised. It is to 
the distinct advantage of all concerned that the supervisory 
system should be as simple as possible. I visualize our super- 
visory system as comparable to a fence surrounding a playing 
field and defining the boundaries of that field. Within the 
enclosure of law and regulation bankers are free to exercise 
their initiative and to conduct their business to the best of 
their judgment. The results of this exercise of initiative and 
judgment, as reflected in the soundness of your institutions 
and the safety of your depositors’ funds, will determine the 
boundaries of the field. 


Recipe 


Our late John D. Rockefeller adopted a systematic plan of saving which he followed in his 
earlier days and which he advised others to follow. No matter how small the income it was 
the belief of Mr. Rockefeller that something could always be saved. On one occasion Mr. 
Rockefeller gave a newspaper reporter this simple success recipe: ‘If you make $30 a week, 
save 10 per cent. If you make $60 a week, save 20 per cent. If you make $120 a week, save 


50 per cent.”—CuHaARLES C. GILBERT, Executive Secretary, Tennessee Manufacturers 
Association. 


Reverence 


Our man who lacks reverence has no ballast; the same applies to communities, states and 
nations. There is nothing to appeal to in such men. They are like loose soil on a hillside with no 
sod or trees to cling to. The past few years have jolted us pretty hard. We have learned to 
ridicule much that we revered. It is time to kneel before a few things again. It is immaterial 
to me what you revere, but let it be something, and encourage the same in others.—T. Russ 
Hit, President, Rexair, Inc., Detroit. 
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Bert H. WhuiteE, Vice-president, 
Liberty Bank of Buffalo, before the 
NATIONAL RESEARCH COUNCIL. 


OST every business man knows the 
value of research. He knows it is 

no cure-all, but the last depression 
taught him that research is mighty good 
insurance. The manufacturer tries to 
stretch his budget to cover it. He knows 
the mortality rate for the smaller 
manufacturer is high. He knows that if 


Progressive Bank Service 


he just keeps on manufacturing in the 
same old way, his competitor with new 
materials and new machinery will ul- 
timately send him to the corporate 
graveyard. But he cannot afford to 
carry the expense of high-priced en- 
gineers, scientists and laboratory equip- 
ment. So he just goes on hoping to stay 
right side up until he can afford these 
supposed luxuries. 

In the meantime, when a problem 
develops in his plant, what does this 


The 1937 Increase 
in BANK CLEARINGS 


From January Ist through October 23rd 


CLEVELAND 


THE NEXT CITY. 
AVERAGE (All Reserve Cities) 


18.9% 
14.0% 
7.6% 


Location and transportation long 
ago made Cleveland an important 


banking center; 


and National 


City correspondent services have 
further increased Cleveland’s use- 
fulness to out-of-town bankers. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 
RESOURCES IN EXCESS OF $150,000,000 
CLEVELAND’S OLDEST BANK—FOUNDED 1845 


Member Federal Deposit Insurance Corporation 


manufacturer do? He goes out into the 
shop, gets into a huddle with his key 
men, spends time and money trying 
first this and then that. He does not 
know that he may be working on 
something that perhaps has already 
been solved by others at a great ex- 
penditure of time and money. 


GETTING THE ANSWERS 


IF this manufacturer only knew where 
to go to get some of the solutions, what 
an economic saving it would mean for 
him. He is surprised to find that the 
research facilities of large and well- 
financed corporations like General Elec- 
tric, U. S. Steel and Goodyear, are 
available for smaller manufacturers 
who might later be prospects for sales. 
He is enthused when you acquaint him 
with the facts, but he is again in a 
quandary when he tries to put his 
finger on the best laboratory to help 
him. 

The idea grew as to how a bank might 
serve as the ideal, impartial connecting 
link between the small manufacturer 
and the large research laboratory. Con- 
tacts were made, so that today we can 
take problems on metals, plastics, 
machinery or chemicals to the proper 
laboratory, thereby obtaining the coun- 
sel of specialists. We have lined up 
hundreds of definite experts at labora- 
tories all over the world to advise us on 
definite problems. 

These laboratories are as enthusiastic 
as we are because they know service 
usually pays. 


AN EXAMPLE 


WE have already aided in the solution 
of quite a few problems and we are 
making friends. For example, a Buffalo 
furniture manufacturer had a problem 
in plastics. We put him in touch with 
definite people in the laboratories of 
four plastic manufacturers. Fortunately 
a local company gave him the answer 
that worked out best. The furniture 
man is now doing business with the 
plastics company and we have the 
good-will of both companies. 

This service acts as a splendid entree 
for our new business men making good- 
will calls. The approach is changed 
from the old, wornout, “What can we 
do for you?” to “Here’s what we can 
do for you.” Bankers are beginning to 
prick up their ears. In fact, one of this 
country’s outstanding bankers has re- 
ferred to the plan as “the bank service 
of the future.” 
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More Important 


Than Money 


J. F. T. O'Connor, Comptroller of 
the Currency, before the SeconD MIL- 
ERS’ SPEAKING Forum, Los Angeles. 


r. looking back over more than four 
and a half of the most critical years in 
the banking history of this nation, 
during which we have dealt with mil- 
lions of depositors, thousands of bankers, 
and billions in money, it is not sur- 
prising that out of the heat and the 
storm have come memories which can 
never be forgotten. Some bankers 
proved faithless to the high trust 
imposed upon them, while others met 
responsibility far beyond any legal 
obligation. 

During the crisis of 1933 many letters 
were received by the Comptroller’s 
office calling attention to the failure of a 
national bank in a certain community, 
and the most vicious attacks that could 
possibly be written were heaped upon 
the president of this bank. One day he 
came to Washington to see me. One 
could not help but be curious to see the 
kind of a man who had drawn such 
condemnation. He was a man past 70, 
slight of statue, mild of speech; and in 
substance he said: “Mr. Comptroller, 
my bank is closed. I live in a good 
community,—the people are honest 
and I want my bank reopened.” 

He then placed upon my desk a 
brief case and said: “In that bag is 
everything that I own, including my 
life insurance policy which I thought I 
might save for my wife, if anything 
happened to me. She is as old as I am, 
but I have her consent that you can 
take that too. You know, Mr. Comp- 
troller, to leave a good name in my 
community where I have lived all my 
life is more important than money.” 

He was immediately referred to one 
of the deputies in my office to whom he 
repeated the story. The deputy was 
examining the report of his bank and 
the securities which he had, when the 
old gentleman slumped in his chair. He 
was taken to the hospital where he 
died that night. His body was sent 
back to his home the next day. Were it 
not for the terrific pressure under which 
we were working—day and night—I 
would have gone to that community to 
tell the people the kind of a man who 
lived among them—the kind of a man 
they misrepresented. 
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Your New York cor- 
respondent has a desk just 
at our elbow! 


Upon receipt of a request 
from you totransfer funds 
to your credit in New 
York, balances main- 
tained by us in the prin- 
cipal banks there make 
possible instantaneous 
debit and credit entries. 


Our own telephone lines 
into New York bridge the 
gap of time and distance. 
Thus, as in every service 
rendered by this Bank, 
all avoidable delay is 
eliminated. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 
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W. F. Gepuart, Vice-president, First National Bank in 
St. Louis, and President, Bankers Association for Foreign 
Trade, before the NATIONAL FoREIGN TRADE CONVENTION. 


_ most striking fact about the international trade situa- 
tion at the present time is the reversal to the policy of 
medieval or even primitive practices of trading. In primitive 
times, when the population of a tribe increased and began to 
press upon the means of subsistence, the chief method of 
obtaining relief was to raid another tribe, kill the people or 
enslave them and take control of their food producing area. 
In early times, in the Italian and Hanseatic cities and later, 
under Mercantilism and Colbertism, numerous controls were 
established over trade and industry for the purpose of se- 
curing for the particular city or country all the possible 
advantages by the most detailed regulation of production 
and prices as well as goods which could be exported and im- 
ported. 

So in recent years, we have witnessed on the part of most 
of the great international trading nations a practice similar 
to that of these earlier times, but with much less justification 
either from a national or international viewpoint. Perhaps 
the explanation is chiefly to be found in those most primitive 
of all instincts, that of self-preservation and fear. Just as in 
an earlier day, so in these later times, it has been thought 
necessary to establish these restrictions on trading. 

There is prevailing today a world-wide misunderstanding 
of the productive and unproductive use of wealth, as illus- 
trated not only in the war expenditures by so many nations 
but also in the enormous expenditures for purely consumers’ 
goods. Wealth spent for battleships, cannons, and shells is 
essentially not reproductive in comparison with a similar 
amount of wealth spent to erect factories and process goods. 
In the former case, it is true that a certain amount of labor 
is employed but battleships do not reproduce themselves as 


Medievalism in 1937 


Government 


does the processing of goods in the factories which not only 
gives an equal amount of labor but also returns annually an 
accumulation to the fund of social capital. Likewise, in the 
wide-spread prevalence today of spending for consumers’ 
goods. Whatever may be the temporary pleasures and even 
the social justification there is no doubt but that even in our 
own country an unduly large amount of wealth is being 
spent for these vanishing temporary pleasures that come 
from the use of consumers’ goods. 

The results of such expenditures either on armaments or 
upon consumers’ goods will not show themselves immediately 
but only after a considerable time, especially in rich nations 
like our own. All advances in civilization, in the arts, in the 
sciences, in education are dependent upon annual increments 
to the fund of saved capital available for improved and 
greater production. Human nature being what it is, it is so 
much easier to visualize the pleasures of present consumption 
in comparison with those of future consumption. It is, 
therefore, unreasonable to expect that the great majority 
of people will save for old age, especially in these later days 
when the governments have not only established old age 
pension plans but also wide-spread plans of unemployment 
relief. 

It is well to emphasize what is the real economic and social 
basis for international trade. International trade is simply 
one aspect of the international division of labor; and division 
of labor is no idle theory as a foundation upon which to 
build national as well as international welfare. It simply 
means, as has been frequently demonstrated as a fact, that 
when peoples trade goods with each other which can be 
produced in one nation cheaper than in another, because of 
differences in climate and other natural endowments as well 
as developed skill and technology, each party to the trade 
gains. It is, in other words, simply an application of the old 
doctrine of comparative costs. 


COnunz is grave danger that the great triumph in setting up a government of the people, 
by the people and for the people is being replaced by a government of the people, by the 
government and for the government.—Kar_ T. Compton, President, Massachusetts Institute 


of Technology. 


Isaiah 


“Go what end is business being guided, anyhow? Is investment of their moneys or specula- 
tion for profit to be made safe for the stupid and for those over-wise in their own conceits, by 
policing every traveler on that road? Are we to mark the way of the Lord through business 
laws and ethics according to the specifications of the prophet Isaiah—so that wayfaring men, 
though fools, shall not err therein? Maybe so. But I have not yet had a release to announce 
that Isaiah’s way of the saints is to be staked out through the New York Stock Exchange as a 
Federal project—ALEx Dow, President, Detroit Edison Company. 


Interdependence 


I. NTERNATIONAL finance has become so complex and yet so closely knit that a general’s 
decision in Tokyo may produce panic and bankruptcy in our southern states, while a cabinet 
minister in London or Paris may by his influence cause grave distress in Pittsburgh or Phila- 
delphia.—LUTHER Harr, Secretary of Banking, Pennsylvania. 
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Broader Trust Service 


F. President, New Jersey Bankers Association, 
and President, Bound Brook Trust Company, Bound Brook, 
N. J., before the Association’s Mrp-YEaR CONFERENCE. 


{ the light of recent developments I believe trust service is 
foes to be democratized. As personal fortunes are re- 
habilitated and new fortunes won in the business world, of 
course, we shall see a revival of trust service to the well-to-do. 
But a mere increase in trust business is not enough. I believe 
trust service must be democratized if it is to survive as a 
private business, and it is encouraging to note that the best 
minds in the business are concentrating on discovering a way 
in which it can be done. 

Perhaps the most forward step in this direction was the 
law enacted in New York State last Spring which legalizes the 
establishment of common trust funds designed to bring this 
beneficent service within the reach of the people of modest 
means. 

Along with the broadening of trust service to the public 
will come problems of selling this service and problems of 
public relations with respect to its broadening. 

What I have said about the democratizing of the trust 
business applies also to banking service. I believe we are on 
the threshold here, too, of a great broadening of banking 
service to classes of people not now served. This will be felt in 
the various departments of our banks. It will emphasize 
their relations with their depositors and intensify the prob- 
lems incident to the investment of their funds. 


Public Approval 


Witt1aM H. NEAL, President, Financial Advertisers Asso- 


ciation, and Vice-president, Wachovia Bank & Trust Com- | 


pany, Winston-Salem, N. C., before the Mrp-yEAR CONFER- 
ENCE of the NEw JERSEY BANKERS ASSOCIATION. 


[ is with much satisfaction that we note definite improve- 
ment in the public attitude toward trust service. There is 
a growing appreciation of the usefulness and helpfulness of 
the corporate fiduciary. The danger is that we may be lulled 
into a state of complacency, that we may acquire a feeling of 
false security. As the situation continues to improve we may 
lapse into inactivity, thinking our cause is won. 


That would be a grave mistake. Public confidence is not | 


some cloak we can put on at our convenience. It is not some- 
thing to be gained in a day or kept indefinitely without cul- 
tivation. It is rather an intangible asset, to be assiduously 
acquired over an extended period of time. If we wait until we 
desperately need public confidence to do anything about ac- 
quiring it, it will be too late. 

If our public relations problems are solved and if public 
confidence is maintained, it will be because of (1) our record 
of performance, (2) the effectiveness of our interpretation. 
Furthermore, the job must be done if corporate fiduciary 
service is to emerge from the cloud of mystery and misunder- 
standing under which it has been operating and is to conduct 
its affairs in the warm sunlight of public approval. 
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“Financial Program 
for Everyman 


is the title of a booklet that outlines the 
modern financial programs offered by the 
nine members of this association to those 
who must save systematically or who can 
invest scientifically. The purpose of the 
booklet is to provide bank executives and 
investment bankers with a broad outline 
of the type of Investment Plans offered by 
these members. Making no attempt to sell 
any plan or program, it seeks only to pre- 
sent useful facts . . . May we send 


you a copy — by mail ? 


Financial 


Program Foundations 
70 Pine Street, New York City, New York 


BENJAMIN FRANKLIN FOUNDATION, INC. 
CAPITAL SAVINGS PLAN, INC. 
FINANCIAL INDEPENDENCE FOUNDERS, INC. 
HAMILTON DEPOSITORS CORPORATION 
INCOME ESTATES OF AMERICA, INC. 
INCOME FOUNDATION, INC. 
LEXINGTON FOUNDATION, INC. 
UNITED ENDOWMENT FOUNDATION, INC. 


WELLINGTON FOUNDATION, INC. 
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A Suggestion for Savers 


Ear B. ScHwu st, First Vice-president, Bowery Savings 
Bank, New York City, before the Savincs BANKs AsSOcIA- 
TION OF THE STATE OF NEW YORK. 


E may expect an increase rather than a decrease in the 
competition for the funds of the true saver from the 
United States Savings Bonds, because they provide a happy 
and convenient device which the Government will probably 
use to the full as a means of funding much of the Federal 
public debt now owned by the commercial banks of the 
country. In short, it is a device made to order for enabling 
the public debt to be absorbed by the savings of the people 
rather than by the creation of commercial bank credit. 
The savings banks should be alive to this new competition 
and should at the opportune time take steps to meet it. I 
have no original thoughts on this subject, but I think serious 
consideration might be given to the following suggestion: 
Why would it not be possible to create a special type of 
savings account for the saver who is appealed to by what the 
Government is now offering? This account would be availa- 
ble to the saver who would undertake by contract not to 
withdraw his money unless a prior written notice of, say, 60 


days, were given. Since the banks would know that 
could count upon having the use of these funds indefinj 
and could therefore invest them with much less concern over 
their liquid position, they could probably afford to pay a 
somewhat higher rate for these deposits than on ordi 
deposits, which in practice are withdrawable on demand. 

The banks would not guarantee the rate of interest, be- 
cause the premium rate paid on such special deposits would 
be entirely contingent upon the rate which the bank in its 
discretion might pay on ordinary deposits. Since the special 
deposits would have no definite maturity, the banks would 
not have to build up a fund to meet special maturing obliga. 
tions as they would have to do if they issued certificates or 
bonds with a definite maturity, as has been suggested from 
time to time by some of our own fraternity. 

As a further means of restricting this type of deposit to 
the type of saver for whom it would be devised, the plan 
might provide that the premium over the regular rate would 
not be paid, irrespective of the requirements regarding no- 
tice of withdrawal, unless funds represented by each deposit 
had been left with the bank for a certain length of time, say 
five or ten years. 


The Business Contraction 


E. CHESTER GERSTEN, President, The Public National 
Bank and Trust Company, New York City, before the 
Bank CrepiT ASSOCIATES OF NEW YORK. 


ee are various reasons for believing that the business 
recession will not turn into a depression. There is still too 
large a deficit of durable goods piled up during the depression 
which must be filled before a real boom will be on hand, and 
a depression without a real boom is a novelty. Nor are credit 
conditions of the kind that one expects when a major depres- 
sion is in the offing. 

What factors within the field of business itself will be 
likely to give it the stimulus which it will need to reverse its 
direction again? The answer will probably lie in a better ad- 
justment of prices and costs. For example, circumstances 
might easily develop which would lead to renewed buying of 
railroad equipment on a large scale. 

But the most likely field is in building construction. Vacan- 


cies throughout the country are at the low figure of 2% per 
cent, a figure which, with other conditions at all favorable 
would lead at once to a building boom. The trouble this year 
has quite evidently been the excessive rise in costs—both 
labor and material costs—which was concentrated especially 
last Spring and which caused the discontinuance of many 
plans to build. There is reason to believe rents will push on up 
to a level which would make building profitable in many lo- 
calities even at present costs, but there is also reason to believe 
that both labor and material costs are moving downward 
into a more reasonable adjustment already. With luck, costs 
and rents should be in a favorable position for building in the 
next season. 

Perhaps, therefore, we can time the recovery from the 
present recession, and I feel sure the recovery will come be- 
fore the recession has reached panic proportions, for the 
month of March next. But this is deep in the realm of guesses, 
and your guess on this occult subject is as good as mine. 


Unjustifiable Taxes 


RayMonD Motey, Editor of News-Week, before the 
AMERICAN INSTITUTE OF ACCOUNTANTS. 


E have now reached a point in the tax history of the 
Federal Government where certain forms of taxation, 
such as the undistributed profits tax and the capital gains 
tax, can no longer be justified as sound revenue collecting 
measures. We all have our suspicions as to why they were 
imposed, and those suspicions center around the idea that 
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they were not essentially revenue collecting measures at all. 
They were instruments of social and economic reform. 

Speaking practically, the only way to meet this situation 
is to look beneath the surface of the taxes themselves and 
to direct examination to the soundness of those taxes as 4 
means for achieving the reforms in question. And still more 
important the way to meet the situation is to insist that 
there be less reform through taxation and more reform in 
taxation. 
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